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LICENSING AND REGISTRATION 
IN THE MORTGAGE INDUSTRY 


Thursday, September 29, 2005 

U.S. House of Representatives, 

Subcommittee on Housing 
AND Community Opportunity, 
Committee on Financial Services, 

Washington, D.C. 

The subcommittee met, pursuant to call, at 10:08 a.m., in Room 
2128, Rayburn House Office Building, Hon. Robert Ney [chairman 
of the subcommittee] presiding. 

Present: Representatives Ney, Miller of California, Jones of 
North Carolina, Waters, Carson, Lynch, Miller of North Carolina, 
Scott, Davis of Alabama, Cleaver, Green, Watt, Jones of Ohio, and 
Kanjorski. 

Chairman Ney. [Presiding.] Good morning, and welcome to the 
hearing of the Housing Subcommittee on the topic of licensing and 
registration in the mortgage industry. 

This is a topic that Congressman Kanjorski and I have addressed 
in our anti-predatory lending legislation, H.R. 1295, the Respon- 
sible Lending Act, also known as the Ney -Kanjorski bill. 

However, in the discussions surrounding this proposed legisla- 
tion, this issue has not garnered a great deal of public attention 
and comment. Most of the debate has centered on which potentially 
abusive lending practices should be curtailed or prohibited in an ef- 
fort to protect borrowers from unscrupulous lenders. 

Equally, if not more, important is the issue of regulating the peo- 
ple who provide or facilitate mortgage loans. After all, it only takes 
a few bad apples to give the entire industry a bad name. So that 
is what we are here basically to discuss. 

In an industry in which some say that opportunities exist for the 
potential to exploit and take advantage of both sophisticated and 
unsophisticated consumers alike, how could access to that industry 
be regulated to help insulate consumers from the practices I think 
is one of the subjects. 

Should all those who originate mortgages be required to obtain 
a license and register individually? Or are there reasons why ac- 
cess to the mortgage lending industry should be regulated dif- 
ferently for certain participants due to their unique attributes or 
because of their current regulatory requirements? 

In addition, there are currently a number of State laws and legis- 
lative movements on the State level that address this very topic. 
The question would be, are those sufficient to address the topic or 
would some degree of minimum uniformity be helpful nationally? 

( 1 ) 
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Hopefully, these questions will be answered today so we can con- 
tinue to find ways to protect consumers from both predatory lend- 
ing practices and from those bad actors who would take advantage 
of the borrowers. The Ney-Kanjorski Responsible Lending Act at- 
tempts to do just that, to protect consumers from bad practices as 
well as from bad actors. 

This is why Congressman Kanjorski and I believe that H.R. 1295 
is the most comprehensive piece of Federal anti-predatory legisla- 
tion ever to be introduced. The central goal of the Ney-Kanjorski 
bill has been to provide consumers with the best possible protec- 
tions from abusive lending without unduly and unnecessarily rais- 
ing the costs of borrowing. Thus, we must try to keep in balance 
the cost to borrowers of licensing registration requirements and the 
benefits the borrower would receive from those requirements. 

While the current version of the bill contains provisions to estab- 
lish uniform minimum standards for the licensing and registration 
of mortgage brokers, I recognize some within the mortgage broker 
industry would like to see those standards apply more broadly than 
others in the loan origination business. I also recognize that others 
in the loan origination industry do not believe these standards 
should be applied any more broadly. 

This is why basically we are here today, to basically flesh out 
and understand those positions, as well as to hear from others out- 
side of the industry regarding what type of Federal regulation, if 
any, would be helpful. 

I looked at all the witnesses’ statements submitted and the testi- 
mony. I look forward to hearing from each of you today. 

I must say, however, that I am perplexed by the testimony sub- 
mitted by Mr. Hedges, which seems to suffer from the misconcep- 
tion that the licensing and education requirements of Title V of 
H.R. 1295 are intended to be preemptive in nature. The faulty 
premise of the testimony seems to be that the description of the 
standards in Title V as uniform can only result in preemption of 
State laws. 

However, I believe a more accurate reading of Title V in its en- 
tirety leads to the conclusion that the uniform standards Congress- 
man Kanjorski and I have set out are uniform minimum standards 
intended to set a baseline of uniformity for State mortgage broker 
licensing education requirements, and do not in any way limit the 
ability of States to go beyond those requirements for stricter stand- 
ards. 

In case others are suffering from any similar misconceptions to 
the intent of Congressman Kanjorski and I, let me be clear that the 
current provisions of Title V of H.R. 1295 as drafted are intended 
as minimum standards. In other words, they are meant to be set 
as a floor for State standards, but not the ceiling. So I hope this 
clarification will prevent us from being diverted by any misconcep- 
tions and will allow us to remain properly focused on the intent of 
this hearing. 

So I look forward to hearing from all of the witnesses. 

At this time, I would like to recognize Mr. Scott. 

Mr. Scott. Thank you very much, Mr. Chairman. It is indeed a 
pleasure to be with you on this hearing. I just want to “amen” what 
you have said about the Ney-Kanjorski-Scott bill. 
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I say that with great affection, knowing that the major part of 
that bill is my own bill which deals with financial literacy and edu- 
cation, which in the final analysis is truly the centerpiece or the 
answer to much of the financial abuse, which is to certainly provide 
vulnerable people with access to information and a help-line with 
our toll-free number, and also to provide resources and grants 
down to the local level so that we can truly deal with the real prob- 
lem in this issue, which is a lack of folks being financially literate, 
educated, and make sure that they call somebody before they sign 
on the dotted line. 

Again, I am particularly involved in this issue because reports 
continue to show that my district in the metro Atlanta area, which 
I represent 13 counties in and around the Atlanta metro area, 
leads the nation in mortgage fraud in America. That is another 
reason why I believe that the Ney-Kanjorski-Scott bill is a true 
panacea for much of our problem. 

In August, Georgia ranked fourth in the number of foreclosed 
properties. The combination of a good local economy, relatively low 
housing prices, and favorable loan rates have fueled record home 
sales and mortgage refinancings. Unfortunately, the high volume of 
home sales has allowed unscrupulous lenders to commit fraud on 
unsuspecting consumers. 

Now, let me state from the outset that most mortgage brokers 
are good people. They are good actors. They are good Wsiness peo- 
ple. However, we know that bad actors continue to stay in this 
business. We have to find a way to feeder them out. While more 
Americans have access to credit than ever before, more fraud has 
also occurred than ever before. Therefore, it is important to create 
additional national regulations for the mortgage industry. Congress 
should also heed the warning from Fed Chairman Greenspan that 
creative financing of mortgages could backfire if the economy dips 
and interest rates increase. 

Some questions to consider today include how mortgage brokers 
should be regulated in comparison to mortgage bankers. Also, we 
should ask if there are incentives for mortgage brokers to unneces- 
sarily steer poor and minority consumers into high-cost loans. 
What incentives to mortgage brokers have to sell a good loan? Once 
that loan is brokered and passed on to a lender, does that end the 
involvement of the mortgage broker? 

We have to have a better explanation of the use of yield spread 
premiums by mortgage brokers. Some consumer groups complain 
that these premiums provide incentives to sell unnecessary high- 
cost loans to consumers. How do you respond to these accusations? 
What steps can the lending industry take to be vigilant in stopping 
mortgage fraud in the Gulf as a result of Hurricanes Katrina and 
Rita before it actually happens? These are pressing questions that 
we certainly need to grapple with this morning. 

And finally, is it important that Congress consider the urgent 
need to act on mortgage fraud? Given the explosion of lending ac- 
tivity that will be needed to rebuild the Gulf region, mortgage 
crooks will certainly see this climate as an opportunity for theft. 
There is no question about it. Urgency must be the order of the 
day. The timing of this hearing is so significant. We must be 
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proactive. We must not allow further atrocities to befall the Gulf 
residents as they rebuild. 

Thank you, Mr. Chairman. I yield back my time. 

Chairman Ney. I want to thank the gentleman. I want to also 
apologize to the gentleman for not making a statement, because 
your input has been so valuable, especially on the counseling. I ap- 
preciate your support of the Scott-Kanjorski-Ney bill that we have 
there. 

Also, I wanted to note without objection the gentlelady from 
Cleveland will be participating in the hearing today without objec- 
tion. 

Mrs. Jones oe Ohio. Thank you, Mr. Chairman. 

Chairman Ney. Thank you. 

And who was also a member of this subcommittee, and I would 
note had probably a perfect attendance record. 

Mrs. Jones oe Ohio. Oh, I am loving it. Keep talking. 

Chairman Ney. That is an Ohio thing. Go Bucks. 

[Laughter.] 

Mr. Jones of North Carolina? 

Mr. Jones of North Carolina. I will waive opening. 

Chairman Ney. Ms. Tubbs- Jones? 

Mrs. Jones of Ohio. My good colleague from Indiana, I just 
want to thank the chairman for giving me the opportunity to par- 
ticipate. 

I am here because this is an issue that is very important for my 
particular community in the State of Ohio, Cuyahoga County; we 
are battling with huge mortgage difficulties and foreclosures, prob- 
ably one of the highest foreclosure rates that exist in the country. 

I just come here because of my interest and also because I have 
introduced a piece of legislation that would require mortgage bro- 
kers to be involved in a certification program. It is H.R. 1994. 

I look forward to the testimony and participating. I want to 
thank the chairman and the ranking member for doing such a 
great job on housing issues. It is the basis of wealth for most low- 
income and middle-income people. If we cannot hold onto that 
wealth in our communities, we have a real problem. 

So thanks, Mr. Chairman, very, very much. 

Chairman Ney. I thank the gentlelady and the members for 
being here today. 

The witnesses are Mr. Joseph A. Smith, Jr., North Carolina com- 
missioner of banks, testifying on behalf of the Conference of State 
Bank Supervisors; Ms. Teresa A. Bryce, senior vice president and 
director of legal and corporate affairs, Nexstar Financial Corpora- 
tion, St. Louis, Missouri, testifying on behalf of the Mortgage Bank- 
ers Association; Mr. Joseph L. Falk, president, Irian Mortgage 
Services, Miami, Florida, testifying on behalf of the National Asso- 
ciation of Mortgage Brokers; Mr. Stephen D. Hailer, president and 
CEO, North Akron Savings Bank, Akron, Ohio, testifying on behalf 
of the American Bankers Association; Mr. Daniel F. Hedges, direc- 
tor of Mountain State Justice, Incorporated, Charleston, West Vir- 
ginia; and Mr. Eric Rodriguez, director. Policy Analysis Center, Na- 
tional Council of La Raza. 

Thank you. 

We will start with Mr. Smith. 
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STATEMENT OF JOSEPH A. SMITH, JR., NORTH CAROLINA 

COMMISSIONER OF BANKS, TESTIFYING ON BEHALF OF THE 

CONFERENCE OF STATE BANK SUPERVISORS 

Mr. Smith. Thank you, sir. 

Good morning, Chairman Ney and members of the subcommittee. 
I am Joseph A. Smith, Jr., North Carolina commissioner of banks. 
I am here on behalf today, as you have said, of the Conference of 
State Bank Supervisors, or CSBS. 

I have provided a full written statement and respectfully request 
that it be included in the record of the hearing. 

Chairman Ney. Without objection. 

Mr. Smith. Thank you, sir. 

Thank you for giving CSBS an opportunity to update the sub- 
committee on the CSBS-AARMR residential mortgage lending 
project. This is a proactive effort by the States to reduce regulatory 
burden on the mortgage industry by creating uniform applications 
and an online registration system. This system will also increase 
accountability in the industry and help fight predatory lending and 
mortgage fraud by identifying bad actors and eliminating their 
ability to move from State to State. 

Residential mortgage lending is a local activity, but changes in 
technology and deregulation make financing these loans a global 
industry. The damage done by predatory lending and mortgage 
fraud, however, is still very much local. States may choose to regu- 
late mortgage lenders, mortgage brokers, mortgage servicers, indi- 
vidual mortgage originators, or some combination of these. North 
Carolina has chosen to license lenders, brokers, and originators. 
Other States have chosen differently by adopting registration stat- 
utes, for example, or in the case of two States by taking no action 
at all. 

Licensing protects the public by allowing the Government to en- 
sure that all businesses and professionals offering a particular 
service, in this case mortgage lending, to the public are operating 
honestly and within the requirements of applicable law. Licensing 
sets minimum standards for entry into particular businesses, pro- 
tecting both the public and legitimate business from fraudulent op- 
erators. 

The Government’s ability to rescind or limit a license creates a 
powerful incentive for businesses and professionals to comply with 
the law and conduct their practices in a responsible manner. Reg- 
istries serve the public and the industry by offering a single source 
of information about businesses and professionals offering a serv- 
ice. Registries alone, however, do not indicate that any registered 
business or individual meets a particular standard of competence 
or ethics. Registries serve the public interest best when registration 
requires that listed companies or professionals meet substantive 
legal and regulatory requirements. 

We understand that the largest financial services providers run 
a more coordinated regulation for their national activity. The State 
of North Carolina and CSBS support coordinated regulation in 
order to promote the modernization of financial services, healthy 
competition among providers, and greater availability of financial 
services. The CSBS-AARMR residential mortgage lending project is 
an opportunity both to reduce burdens on the industry and to help 
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create more uniform nationwide markets, while increasing our citi- 
zens’ protection from mortgage fraud and predatory lending. 

The CSBS Board of Directors has established regulatory and leg- 
islative task forces to examine and improve the efficiency and effec- 
tiveness of licensing and supervision of the nation’s State-regulated 
mortgage lending industry. This task force intends to provide a 
uniform mortgage application, develop a comprehensive mortgage 
licensing and supervisory database, and adopt a coordinated exam- 
ination agreement. The task force has nearly finalized the uniform 
mortgage applications for lenders and brokers, broker companies, 
and individual loan originators. Over 20 State mortgage regulators 
have agreed to beta test these forms. Work is still in process on a 
renewal application and on branch applications. 

With the information from these forms, CSBS intends to create 
a Web-based database containing information about the criminal 
history, credit history, consumer complaints, and enforcement ac- 
tions for mortgage companies and professionals to be used by State 
regulatory agencies. This would allow States to identify fraudulent 
and abusive lenders and professionals when they leave one State 
and seek licenses in another. 

Identifying and removing these professionals and firms benefits 
consumers. Delivering such comprehensive supervision also bene- 
fits the vast majority of mortgage lenders and brokers by removing 
bad actors whose conduct harms the market generally and honest 
competent lenders and brokers in particular. The national registry 
will include all professionals and companies currently required to 
be licensed or registered under State law. 

Over time, we believe that the advantages of being listed on a 
national registry will encourage most legitimate industry partici- 
pants to submit their information to the registry voluntarily, even 
if State law does not require them to do so. CSBS is committed to 
the overall goal of enhancing a State regulatory system that works 
efficiently and effectively for borrowers, the industry and regu- 
lators. CSBS is equally committed to a dialogue with Federal and 
State policymakers and the mortgage lending and brokerage indus- 
tries to address issues of applicable law and law enforcement 
aimed at ending abusive lending practices. 

Chairman Ney, we commend you. Representative Waters, Rep- 
resentative Kanjorski, Representative Scott and all the members of 
the subcommittee for considering this very important issue. I thank 
you for your time and would be happy to answer any questions. 

[The prepared statement of Joseph A. Smith Jr. can be found on 
page 96 in the appendix.] 

Chairman Ney. Thank you. 

Ms. Bryce? 

STATEMENT OF TERESA A. BRYCE, SENIOR VICE PRESIDENT 
AND DIRECTOR OF LEGAL AND CORPORATE AFFAIRS, 
NEXSTAR FINANCIAL CORPORATION, ST. LOUIS, MO, TESTI- 
FYING ON BEHALF OF THE MORTGAGE BANKERS ASSOCIA- 
TION 

Ms. Bryce. Good morning, and thank you, Mr. Chairman, for in- 
viting the Mortgage Bankers Association to testify on Title V of the 
Responsible Lending Act of 2005. 
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My name is Teresa Bryce, and I am senior vice president and di- 
rector of legal and corporate affairs for Nexstar Financial Corpora- 
tion in St. Louis, Missouri. I am also co-chair of the MBA State Li- 
censing Task Force. 

MBA supports Title V because we believe it will elevate the 
standard of professionalism within the mortgage broker industry. 
Title V will also result in greater accountability among mortgage 
brokers and increase uniformity in the State laws to which they 
are subject. It is important to understand the difference between 
mortgage brokers and mortgage bankers. Mortgage bankers under- 
write applicants and actually fund the loan in a mortgage trans- 
action. 

From the moment a loan has closed, mortgage bankers assume 
the credit, interest rate, compliance, and fraud risk associated with 
the loan. Mortgage banking companies are corporately responsible 
for every loan originated by any of their employees. Even if the 
lender sells the loan to an investor, the lender remains financially 
liable for certain risks associated with the loan. If an investor finds 
quality, compliance, or fraud problems with the loan, they can and 
do force the lender to repurchase. 

This economic regulation by the marketplace extends far beyond 
the loan closing. For this reason, mortgage bankers typically have 
extensive employee training and monitoring policies. Mortgage bro- 
kers, on the other hand, do not fund, underwrite, or service mort- 
gage loans. Mortgage brokers are commissioned sales people inde- 
pendent of the mortgage banker who typically work with a number 
of mortgage bankers at any one time, matching homebuyers with 
lenders. Mortgage brokers do not have capital at risk in a trans- 
action and their responsibility for a loan typically ends when a loan 
closes and they receive their payment. This is a key difference. 

At some point in the transaction, mortgage bankers have funds 
at risk and must continually maintain a significant amount of fi- 
nancial capital to back up the loans they sell. Currently, 49 States 
and the District of Columbia require mortgage bankers to be cor- 
porately licensed before lending in their States. MBA supports 
State-level corporate licensing of mortgage banking companies. We 
believe that States should be able to approve and monitor the com- 
panies that make loans to citizens within their States. 

Unfortunately, however, some States are placing particularly 
burdensome licensing requirements on mortgage banking compa- 
nies and in some cases are even moving beyond corporate licensing 
and requiring the licensure of individual loan officers and support 
staff working within a licensed mortgage banking company. Collec- 
tively, these new State requirements raise the cost of mortgage 
originations and threaten to dampen competition and innovation of 
mortgage markets within States. 

Further exacerbating the collective impact of these various State 
laws is the fact that the vast majority lack reciprocity provisions. 
MBA believes mortgage bankers are different than mortgage bro- 
kers and these differences underscore the need for mortgage bank- 
ers and mortgage brokers to be subject to different oversight re- 
gimes. Unfortunately, MBA does not see this difference being re- 
flected in State licensing laws affecting mortgage bankers. 
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While States have a relatively long history of requiring licensure 
of mortgage banking companies, the same is not true for the mort- 
gage brokerage industry. This industry is in great need of licensure 
standards and Title V offers an opportunity to do this in a reason- 
able manner. 

Furthermore, the database created by Title V has the potential 
to be a great resource to regulators, mortgage bankers, and the 
public. Currently, there is no Federal oversight of mortgage bro- 
kers, nor does there exist a single database of mortgage brokers. 
MBA is aware that some are concerned that the exemptions in 
Title V are too broad and MBA supports tightening these exemp- 
tions as necessary. MBA supports the licensing provisions under 
Title V as we believe they will elevate and standardize mortgage 
brokerage licensing requirements. MBA encourages the committee 
to study possible Federal initiatives that will assist mortgage bank- 
ers when dealing with corporate licensing laws at the State level. 

Thank you for the opportunity to testify today. I look forward to 
answering your questions. 

[The prepared statement of Teresa A. Bryce can be found on page 
41 in the appendix.] 

Chairman Ney. Thank you. 

Mr. Falk? 

STATEMENT OF JOSEPH L. FALK, PRESIDENT, IRIAN MORT- 
GAGE SERVICES, MIAMI, FL, TESTIFYING ON BEHALF OF 

THE NATIONAL ASSOCIATION OF MORGAGE BROKERS 

Mr. Falk. Good morning. Chairman and members of the sub- 
committee. My name is Joseph Falk, and I am legislative chairman 
of the National Association of Mortgage Brokers and a past presi- 
dent. Thank you for inviting NAMB to testify here today. 

We appreciate the opportunity to address the role of the origi- 
nator as part of a package of consumer protections to address the 
issue of predatory lending. As the voice of mortgage brokers, 
NAMB speaks on behalf of more than 27,000 members in all 50 
States. I commend the committee for its leadership on this issue. 
NAMB first introduced our model State statute initiative in 2002, 
and many of the elements that are included in this legislation are 
contained in our model initiative. 

NAMB implores Congress to embrace the concepts contained in 
our initiative and create a national minimum standard that will 
ensure that all originators, regardless of employer, are licensed and 
properly educated. NAMB opposes the efforts of those bad actors in 
our industry that create, promote, or fund predatory loans. But 
while we may originate the majority of mortgage loans, we do not 
originate all of them. Regulation that seeks to protect the public 
should include all originators. 

We refer to the term “all originators” because there is no func- 
tional difference between being a broker, a banker, or a lender 
when taking a mortgage application with a consumer. We urge the 
committee to drop all of the exemptions under 501(b)(2), with the 
exception of the Federal depositories, with conditions. 

There are five critical elements that we see in licensing and reg- 
istration. One, it should include everyone who takes a mortgage ap- 
plication from a consumer. Two, there should be pre-license edu- 
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cation; three, continuing education requirements; four, before an 
originator deals with a consumer, the criminal background check of 
that individual should be obtained and any originator who have 
been convicted of a financial crime should be barred from our in- 
dustry, no entry in our industry. There should be a national data- 
base of all originators so that bad actors caught in one State cannot 
easily go to another State. 

Let’s talk about all originators for a moment. We respectfully dis- 
agree with our friends at the MBA. Any proposal to increase pro- 
fessionalism must include everyone. All loan officers should be 
knowledgeable about the loan options available and be able to an- 
swer consumer questions. It is all about the consumer questioning. 
Leaving any channel of distribution out of this equation eviscerates 
effective policy to ensure expertise. 

Education requirements. All originators should be schooled in the 
basics of our industry. They should be able to answer basic ques- 
tions about underwriting, servicing, escrows, and origination. We 
do not want mortgage brokers or lenders having uneducated em- 
ployees dealing with consumers. 

Continuing education requirements. When I started in the busi- 
ness, there was no RESPA. There was no credit scoring. There 
were no automated underwriting systems. And clearly, there were 
no 80-20 no-MI loans. The marketplace is dynamic, of course, and 
the originator’s knowledge should be maintained and kept current. 

Criminal background checks are an important concept to the 
mortgage broker community. The consumer is required to divulge 
their personal financial records to a loan officer no matter who they 
work for. The data is the keystone for identity theft. Do we want 
that person, regardless of their employer, to be someone convicted 
of financial fraud? If a consumer shops, they give this information 
out multiple times. We believe that convicted felons should not 
have unfettered access to private consumer records. It is good pub- 
lic policy to protect all consumers, regardless of where they choose 
to get their mortgage loan. It does not matter who you work for. 
It is the originator and the consumer sitting at the table discussing 
that mortgage loan. 

A national database. We support a national database, but only 
if it includes all industry participants. Current language in Title V 
applies only to brokers, and to be effective it should apply to any- 
one who takes a consumer mortgage application. The purpose of 
the database is to track State licensing information across State 
lines so that bad actors, once caught, cannot move State to State, 
community to community, and continue with those bad acts. Leav- 
ing out employees of depositories, banks, consumer finance compa- 
nies, lenders, originators, leaves gaps in this vital consumer protec- 
tion. 

We look forward to working with the committee to address these 
important issues. Our written testimony expands upon our views 
and includes a copy of our model State statute initiative. Please in- 
clude our submission in the record for further information. 

Thank you for your consideration. I am happy to answer any 
questions you may have. 

[The prepared statement of Joseph L. Ealk can be found on page 
50 in the appendix.] 
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Chairman Ney. Thank you. 

Mr. Hailer? 

STATEMENT OF STEPHEN D. HAILER, PRESIDENT AND CEO, 

NORTH AKRON SAVINGS BANK, AKRON, OH, TESTIFYING ON 

BEHALF OF THE AMERICAN BANKERS ASSOCIATION 

Mr. Hailer. My name is Steve Hailer. I am president and CEO 
of North Akron Savings Bank in Akron, Ohio. I am also the vice 
chairman of the American Bankers Association Housing and Fed- 
eral Home Loan Bank Committee. 

ABA, on hehalf of the more than 2 million men and women who 
work at the nation’s banks, brings together all categories of bank- 
ing institutions to best represent the interests of a rapidly chang- 
ing industry. Its membership includes community, regional, money- 
center banks and holding companies, as well as savings associa- 
tions, trust companies, and savings banks. This makes ABA the 
largest bank trade association in the country. 

I am pleased to be here today to present the views of ABA on 
Title V in H.R. 1295, the Responsible Lending Act. Title V would 
establish licensing requirements and minimal Federal standards 
for independent mortgage brokers. Among the other things Title V 
would require is background checks and continuing education of 
independent brokers. Title V would not apply to brokers who per- 
form work for banks or an affiliate of a bank, including those who 
fund, underwrite, service, or sell mortgage loans. 

In my testimony, I would like to make three main points. First 
of all, ABA believes that practices that deceive, defraud and other- 
wise take advantage of consumers are predate^ and have no place 
in our financial system. Existing laws against these practices 
should be rigorously enforced. Mortgage lending is a vast enter- 
prise which requires the coordination of several layers of profes- 
sionals throughout the process of issuing a home loan. 

The damage caused by deceptive and unscrupulous sales prac- 
tices extends well beyond the consumer who is targeted. News and 
Government reports of these people previously described as bad ac- 
tors hurt everyone and ruin businesses and reputations. In con- 
trast, ethical and efficient brokers attract more customers and gen- 
erate more business for themselves and lenders. The success or 
failure of a business depends upon the satisfaction of its customers. 

Secondly, banks and the activities of mortgage brokers who act 
on banks’ behalf are heavily regulated and thoroughly examined for 
compliance with a whole host of Federal laws and regulations. 
Banks are subject to the Truth in Lending Act, Home Mortgage 
Loan Disclosure Act, Equal Credit Opportunity Act, the Real Es- 
tate Settlement Procedures Act, the Fair Lending Act, and many 
other laws. 

Independent mortgage brokers are not subject to the same 
breadth of consumer protection laws and regulations with which 
banks must comply. Importantly, a regulatory system does not 
exist to examine independent mortgage brokers for compliance, 
even with those laws that apply to them such as RESPA. 

Third, therefore we believe as an organization and on behalf of 
the industry, that the licensing of independent brokers is a rational 
step towards better consumer protection. Title V of H.R. 1295 
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would address the present regulatory gap in current consumer pro- 
tection law in a minimally intrusive manner by requiring inde- 
pendent brokers to comply with minimum licensing requirements 
under either state or federal law. 

It will create a database of licensed brokers that will allow con- 
sumers to gain useful information on any broker they may consider 
using. The database would also enhance a lender’s ability to screen 
brokers, further ensuring that lenders and consumers only deal 
with legitimate brokers. 

Thank you. We will answer any questions when appropriate. 

[The prepared statement of Stephen D. Hailer can be found on 
page 71 in the appendix.] 

Chairman Ney. Thank you, Mr. Hailer. 

Next, Mr. Hedges? 

STATEMENT OF DANIEL F. HEDGES, DIRECTOR, MOUNTAIN 
STATE JUSTICE, INC., CHARLESTON, WV 

Mr. Hedges. Chairman Ney, members of the committee, thank 
you for inviting me here to testify regarding mortgage brokers, 
predatory lending, and appropriate Federal and State regulations. 
I am the director of Mountain State Justice, a nonprofit legal serv- 
ices program in Charleston, West Virginia, which exclusively rep- 
resents low-income people affected by these practices. 

My primary purpose in coming here today is to convince you to 
pass only legislation which makes clear that the safeguards in ex- 
isting law currently employed to save homes from foreclosure re- 
main in place. 

I appreciate the chairman’s statement that this is intended only 
as a minimum and that present parts of State law are intended to 
be safeguarded. I encourage the Congress to include language that 
would make that clear because, as I was confused, I am sure others 
will be confused too. 

Moreover, the exemptions are very broad for who is defined as 
a mortgage broker. If those exemptions are carried through to the 
substantive provisions, if the uniform requirements of licensing are 
carried through to the substantive provisions and all brokers are 
exempted from the substantive provisions as a result of the uni- 
form provisions being enacted as to licensing, then there would be 
broad-based exemption from State law. 

In my practice, we currently represent more than 600 home- 
owners in 60 predatory lending cases. Our cases give homeowners 
a protection from predatory mortgage brokers. There are a number 
of significant protections applicable to mortgage loans originated by 
brokers. In licensing alone, there is a bonding requirement. There 
is a fiscal soundness requirement and a creditworthiness require- 
ment. This uniform licensing requirement would presumably pre- 
empt those provisions and not replace them with any requirement 
other than that they be licensed on the Federal level. 

The fiscal soundness and bonding requirement would give very 
significant protections for consumers and lead to the non-licensure 
of some brokers who should not be licensed. The substantive provi- 
sions in our State law which would be avoided by the broad licens- 
ing, potentially avoided without clarification from the broad licens- 
ing uniformity, are brokering a loan in excess of market value of 
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the home; brokering and non-amortizing loan; prohibiting brokers 
from participating in compensation arrangements with appraisers 
which influences independent judgment; brokering a loan without 
economic benefit to an unsophisticated consumer; limitations on ex- 
orbitant broker fees; brokering a real estate loan which includes a 
security interest in an unattached mobile home; and brokering a 
loan with loan documents that are not filled in. 

These kinds of restrictions are among the limits on broker activi- 
ties which have in the last few years weeded out the most 
exploitive brokers in the State. There is still much work to be done, 
but these enforcement actions are currently available only through 
State law. If the licensing uniformity that is required by this act 
means that the brokers can exempt themselves from the sub- 
stantive provisions as well, then we have lost a lot. 

The exemption provisions are very broad and appear similar to 
those definitions in RESPA that provide coverage. The one exemp- 
tion of any person who is a creditor under the Truth in Lending 
Act and makes more than $1 million in loans per year covers al- 
most any mortgage broker in my State who might otherwise not be 
exempted. This essentially permits brokers to avoid State and Fed- 
eral regulation, seemingly by table-funding a few loans a year that 
is closing them in their own name, and immediately assigning 
them. That is a very broad exemption and it needs to have a hard 
look by the committee. It is hard to imagine any mortgage broker 
who would not be covered by this exemption. 

The lack of meaningful substantive protections is a major issue. 
Even for those few mortgage brokers who might be covered, there 
are no meaningful substantive limitations. I would urge the com- 
mittee to consider those substantive limitations that we have and 
have weeded out a number of abusive brokers. 

Chairman Ney. I am sorry to interrupt, but the time has expired, 
if you would like to summarize and the rest will go in the record. 
I just want to make sure we have time. 

Mr. Hedges. The remainder is in my written statement. Thank 
you for the opportunity to appear. I would be glad to answer any 
questions. 

[The prepared statement of Daniel F. Hedges can be found on 
page 80 in the appendix.] 

Chairman Ney. Thank you. 

Mr. Rodriguez? 

STATEMENT OF ERIC RODRIGUEZ, DIRECTOR, POLICY 
ANALYSIS CENTER, NATIONAL COUNCIL OF LA RAZA 

Mr. Rodriguez. Thank you, Mr. Chairman and members of the 
subcommittee, for inviting me to present today. 

As an advocate for Latinos, I have worked for more than a dec- 
ade on economic employment and financial security policy issues. 
As director of NCLR’s policy analysis center, I oversee research, 
policy analysis, and advocacy on a number of specific issues, includ- 
ing housing and homeowner ship. 

As you know, NCLR serves America’s 40 million Hispanics of all 
regions of the country. We work through a network of more than 
300 nonprofit affiliate organizations. This includes working with 40 
community-based organizations that operate and administer pre- 
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purchase homeownership counseling programs. Since 1997, NCLR’s 
homeownership network has counseled more than 115,000 families 
and more than 17,000 have become new homeowners. 

The issue of mortgage broker licensing and registration is impor- 
tant and timely. Today, Latino homeownership lags behind that of 
whites by 28 percentage points. Low homeownership rates trans- 
late into lower levels of wealth and fewer financial ownership op- 
portunities for Hispanics. What is more, homeownership is a vital 
piece of the American story, not to mention a central ingredient in 
the U.S. economy. 

Hard-working Latinos have a deep desire to own their own 
homes. Because of sheer numbers, creating more Latino home- 
owners means greater economic prosperity for the nation. His- 
panics are now entering the home-buying market in record num- 
bers. In fact, the number of Hispanic homeowners grew by 96 per- 
cent between 1993 and 2003. 

Yet at the same time. Latino wealth levels have not grown pro- 
portionally. Home equity makes up approximately two-thirds of the 
wealth of Hispanic households. In 2002, Latinos maintained only 
60 percent of the median value of home equity as that owned by 
white households. Owning a home is important for Latinos, but 
that alone does not guarantee sustainable financial wealth. 

To understand why, we have to consider that Latinos enter the 
marketplace with limited exposure to and experience with financial 
products. Many face unique challenges to accessing the best infor- 
mation and making the most informed choices about financial prod- 
ucts. For these reasons, intermediaries and brokers can and do 
play a vital role in connecting Latinos to valuable and affordable 
financial products. 

Mortgage brokers and HUD-certified counseling agencies specifi- 
cally play an important role in increasing Hispanic homeownership. 
In fact, these intermediaries offer access to a wide range of prod- 
ucts, workforce diversity, and many use the one-on-one approach 
that Latino borrowers appreciate. 

Clearly, housing counselors and mortgage brokers work with dif- 
ferent types of consumers, but as the home-buying market grows 
in size and complexity, the need for intermediaries to bridge the 
gap between creditors and Latino borrowers becomes more impor- 
tant. That is why Latinos have a vital stake in this debate. 

With respect to mortgage brokers specifically. State and Federal 
oversight structures have not kept up with changing market demo- 
graphics. Stories of Latino homeshoppers being victimized by un- 
scrupulous mortgage brokers are not uncommon. Many of these 
families end up in our affiliate housing counseling organization 
seeking assistance. These stories and experiences suggest that 
stronger consumer protection laws are needed. 

Based on the collective experience of our housing counselors, we 
have identified three areas in which we have particular concerns. 
First, the accountability standards currently in place for mortgage 
brokers are inadequate. While States are tackling these issues, 
some very effectively, the lack of a meaningful Federal law in this 
area exacerbates the problem. Second, some families find them- 
selves having been unfairly steered into expensive loans. Market- 
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based broker incentives such as yield spread premiums play no 
small part. 

Finally, many borrowers mistakenly assume their broker has the 
responsibility to find them the best deal. In practice, a broker’s 
role, responsibility and fees are not always disclosed. Mortgage bro- 
kers serve as the main liaison between a borrower and their prod- 
uct choices. This relationship demands trust and accountability in 
order to function properly. The home-buyer market can only benefit 
from strong standards that maintain and protect its integrity. 

As I mentioned before, NCLR has invested heavily in housing 
counseling. We understand the important role of the broker. While 
the clientele business models are slightly different, both industries 
help Latinos to access home loans. We also understand the impor- 
tance of strong license and registration requirements. Housing 
counselors, for example, must complete 120 hours of course work 
and pass an exam to become certified. Also, HUD-certified coun- 
seling agencies are audited every other year and are held to high 
bookkeeping and reporting standards. In this sense, HUD plays a 
vital role in ensuring standardizing and quality in the housing 
counseling field. 

The Federal role is also prominent in other similar fields. For ex- 
ample, like mortgage brokers, stock brokers cultivate a trusting re- 
lationship with their clients. Their clients rely on their advice and 
expertise regarding significant financial purchases. The Securities 
and Exchange Commission must maintain consumer confidence 
and ensure safe market practices. The SEC relies on enforcement 
and accountability tools, fiduciary disclosure, bookkeeping stand- 
ards, and regular audits. There are existing models of how Federal 
oversight could effectively shape the mortgage broker industry and 
protect more consumers. 

The Responsible Lending Act includes provisions for minimum 
mortgage broker licensing standards and creates a national reg- 
istry. We commend the authors and the members of this committee 
for tackling this issue. Licensing and registration, however, do not 
go far enough. Much more will be needed to create a safe and 
sound market. Better standards are needed for the licensing provi- 
sions. Also, more oversight and accountability and enforcement will 
be necessary to foster genuine consumer confidence. The com- 
prehensive model is not represented in any legislation currently be- 
fore the committee. 

Therefore, NCLR makes the following three recommendations. 

Chairman Ney. I am sorry, Mr. Rodriguez, your time has ex- 
pired. If you would like to sum up and then put the rest in for the 
record. 

Mr. Rodriguez. Sure. Most of that is in the record already, so 
I will cease here and thank you for the opportunity. 

[The prepared statement of Eric Rodriguez can be found on page 
90 in the appendix.] 

Chairman Ney. Thank you. 

Let me just begin with a question I have. One of the main prem- 
ises of the mortgage brokers’ argument against having minimum li- 
censing education and registry requirements apply only to them 
and not mortgage bankers is a scheme such as would allow a bad 
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actor who practices as a mortgage broker to leave that profession 
and begin practicing as a mortgage banker without being detected. 

On that premise, are there safeguards in place in the mortgage 
banking industry that would prevent that type of scenario? 

Ms. Bryce. Yes, Chairman, I think there are. For one thing, 
most companies have pretty extensive screening requirement in 
hiring, to start with. The other thing is that there is corporate 
backing, so you have oversight at the State level. I know for our 
own company last year we had 10 State exams during the course 
of the year. 

So as a result, there is a lot of oversight. There is an opportunity 
to examine what individual employees are doing. Most mortgage 
banking companies, if not all, have extensive compliance programs, 
have extensive quality assurance programs. So consistently, the in- 
dividual is being reviewed in terms of their practices. 

Chairman Ney. The mortgage brokers could say that same thing. 

Ms. Bryce. I think the structure is very different. I think for one 
thing, you have 

Chairman Ney. Internal structure? 

Ms. Bryce. The internal structure, the size of mortgage bankers 
are usually pretty large, the number of States that are already reg- 
ulating them, almost all States regulate. Frankly, the amount of 
money that is put towards examining mortgage bankers is very dif- 
ferent. As a result, there is typically a lot more focus on examining 
mortgage bankers in coming in, looking at loan files, looking at 
practices, et cetera. I do not think that is typically found on the 
State level with mortgage brokers. 

Chairman Ney. Mr. Falk, do you want to respond? 

Mr. Falk. Respectfully, we would disagree with that. Mortgage 
bankers and mortgage brokers, mortgage lenders all have small 
and large operators. They all have licensees in various places. My 
experience is that many of the mortgage broker shops have train- 
ing and education and compliance programs, just as some small 
mortgage lenders do not have such training and compliance pro- 
grams in place. 

In my State of Florida, a licensed mortgage lender may act in 
one transaction as a mortgage broker, then act as a mortgage lend- 
er upon getting further information about that consumer, and ulti- 
mately may fund that loan as a mortgage broker transaction with 
the same consumer. So in our view, it is all about the consumer 
sitting down with the loan officer and all of the rules and regula- 
tions should apply equally across the board. 

Chairman Ney. So we have two different views. 

How about from the regulatory end, Mr. Smith, on my original 
question again? 

Mr. Smith. Yes, if I could comment on that briefly. My experi- 
ence in North Carolina after 3 years of regulating lenders and bro- 
kers is that there is a sort of free agent situation in terms of origi- 
nators that people commonly go between; not only brokers and 
lenders, but also brokers, lenders, and dare I say it, the subsidi- 
aries of depository institutions. So there is common movement. It 
is common to see movement among these various types. 
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I will say, in our experience the background checks that these 
people go through as they change employment varies significantly. 
Some is good and some is not so good. 

Chairman Ney. Mr. Hailer, does the ABA have a position on li- 
censing or not licensing the brokers, or licensing them or licensing 
everybody? 

Mr. Hailer. I think, Mr. Chairman, the position of the ABA cor- 
rectly reflects the fact that we do not feel that those in the banking 
industry and those that work for the banking industry need to be 
licensed. We very specifically feel that the regulations that we sub- 
mit to on a daily basis do not warrant registration. And particu- 
larly just the whole examination and audit process, and then you 
add Sarbanes-Oxley on top of that, we have a lot of people watch- 
ing what we do. To be perfectly frank, the clearing processes of our 
employees would exceed even the minimum standards here far and 
away. 

So what we are really arguing for here are minimum standards. 
So we, again going back to the testimony, wholeheartedly support 
the minimum registration and the minimum database. It will help 
out the banking industry long term. 

Chairman Ney. My time is about to expire, but Mr. Hedges? 

Mr. Hedges. My observations in working in this area for 35 
years is the compensation system for brokers means that the re- 
quirements for licensing dealing with brokers is far different from 
that of the banks. Banks do not engage in the same types of activi- 
ties that the brokers do. The licensing requirements that we have, 
bonding, individual broker bonding, individual broker creditworthi- 
ness, makes a big difference in who is allowed into the industry. 

Now, these types of people do not work for banks, and that kind 
of licensing and those kind of requirements are not needed because 
the incentives that are built into the system there do not bring the 
same kind of people into the industry. 

Chairman Ney. Thank you. My time has expired. 

Mr. Scott? 

Mr. Scott. Thank you very much, Mr. Chairman. 

First of all, I would like to get some basic differentiation between 
the mortgage bankers and the mortgage brokers. For example, can 
any of you tell me what percentage of subprime loans are handled 
by the mortgage brokers as compared to the mortgage bankers? 
Does anybody have any idea on that? 

Mr. Falk. Mr. Scott, I do not have exact statistics for you, but 
clearly mortgage brokers do participate in the non-prime market- 
place to a higher percentage than would mortgage brokers be in- 
volved in the prime marketplace. 

Mr. Scott. Okay. How are the mortgage brokers and the mort- 
gage bankers regulated differently under current law? 

Ms. Bryce. I think with respect to the mortgage bankers, the 
mortgage bankers today either are federally regulated as being 
part of Federal institutions or in States, they are regulated by the 
State banking or mortgage banking area of the State. Currently, 49 
States do have mortgage banking regulations or some type of li- 
censing requirement, as well as the District of Columbia. There are 
typically extensive auditing requirements. 
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If I might add, I think one of the main differences between mort- 
gage brokers and bankers is that the whole mortgage broker indus- 
try started as a result of mortgage bankers essentially telling con- 
sumers that they would shop for the consumer among mortgage 
bankers. So there was a different proposition. There is a lot of focus 
on the filling out of the 1003, but in fact it is the sale of the loan 
and the services up front that I think is the fundamental dif- 
ference, in addition to the fact that whatever loan is originated, the 
banker ultimately has associated risks with. 

So I think there are some fundamental differences on both the 
front end and back end. 

Mr. Scott. It is safe to say also that most of the complaints com- 
ing in are complaints concerning mortgage brokers. Concerns have 
been raised by consumer advocates that brokers, as opposed to 
bankers, tend to focus more on the short-term profitability of the 
loan origination, rather than the longer-term viability of the loan, 
and that the compensation system for mortgage brokers inevitably 
results in higher costs for borrowers than with the bankers; that 
brokers also use push tactics that, particularly with subprime refi- 
nance loans, are sold to, rather than sought by, lower-income and 
elderly homeowners; and that brokers use the yield spread pre- 
mium perhaps in an abusive way. 

So we would safely say, then, that there is a need to take a much 
closer look certainly here, from the standpoint of the consumers, 
with the brokers. 

Now, when we come down to licensing, Mr. Hedges, I believe you 
represent the group that basically represents the interests of lower- 
and moderate-income individuals. Is that correct? 

Mr. Hedges. Yes, sir. 

Mr. Scott. You have some concerns about this licensing provi- 
sion in our bill. Given the fact that the consumer complaints are 
coming about the borrowers, then this approach to get a national 
licensing procedure is sort of a response to this problem, and that 
there are different laws in different States. There is a patchwork 
of different laws, and some States do not have any. 

Is your concern with the bill that you are against a national 
standard for licensing? Or are you concerned that your State par- 
ticularly has some, that this threatens your State? Can you explain 
your situation? 

Mr. Hedges. Yes, sir. In licensing itself, we have good standards 
as to bonding and to individual broker creditworthiness. Those 
weed out a lot of bad apples. If the uniform requirements replace 
the licensing provisions that we have, those requirements could be 
gone and open a door to a lot more people that should not be in 
the industry. 

Secondly, the broad exemptions that are in the exemption provi- 
sions would exempt from coverage of the licensing provisions most 
current brokers because any broker, and we have some brokers 
that do that now, who table-fund the loans, that is put the closing 
documents in their name, receive the check from the real lender, 
put the closing documents in their name, and then immediately as- 
sign them. So it is really not their credit risk, but to the extent 
that they do that, they are exempt from this bill. 
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Now, that exemption means, together with the uniform licensing 
requirements, that in our State since these brokers are exempt, 
that would exempt them from the substantive revisions of the same 
licensing law, then it could do those two things, not only not weed 
out the bad apples, which we do with bonding and individual cred- 
itworthiness, but also it could exempt them from the substantive 
provisions. 

Chairman Ney. The time has expired. 

Mr. Miller? 

Mr. Miller of North Carolina. Thank you, Mr. Chairman. 

Mr. Falk, how are you this morning? 

Mr. Falk. Thank you. Well, sir. 

Mr. Miller of North Carolina. In May, I believe Mr. Nabors 
from your association testified before the committee. 

Mr. Falk. Yes, sir. 

Mr. Miller of North Carolina. I was curious. I wanted to go 
over some of the points of his testimony and see if you agree with 
what he said then. 

I asked him about anti-steering provisions of the Ney-Kanjorski 
bill and in the Miller-Watt bill and in the North Carolina law that 
said that any mortgage broker had to make reasonable efforts with 
lenders to secure a loan that is reasonably advantageous to the bor- 
rower. 

I asked Mr. Nabors, do you think that should be your duty, that 
you should be under a duty to use reasonable efforts to get a bor- 
rower the best loan. Mr. Nabors said, “I believe that mortgage bro- 
kers do use reasonable efforts to get their customers the best loan 
they can.” I asked, okay, and do you think that should be a legal 
requirements? Mr. Nabors said, “I think, yes, it should.” 

Do you also think that it should be a legal requirement that 
mortgage brokers use reasonable efforts to get their customers the 
best loan they can? 

Mr. Falk. Well, of course you have put me in a position to dis- 
agree with my president, and I would at this point want to com- 
ment personally, as opposed to on behalf of the association, because 
I would not want to disagree on the record with my president. 

I believe that the current laws are sufficient. There is no need 
for additional anti-steering or other requirements to be placed in 
any kind of Federal legislation. 

Mr. Miller of North Carolina. Even including the anti-steer- 
ing provisions of Ney-Kanjorski? 

Mr. Falk. The current act I believe has some good wording, but 
it needs to be worked on. 

Mr. Miller of North Carolina. When you say the “current 
act,” do you mean Ney-Kanjorski? 

Mr. Falk. The current existing law. Existing wording in the pro- 
posed act, we would need to look at that more closely and make 
sure that it would be candidly appropriate. We think that because 
mortgage brokers over the past 20 years have been able to generate 
from 20 percent up to now almost 70 percent of the marketplace, 
the marketplace is working and that pricing, generally speaking, 
and competition is doing most of the work for us. 

Mr. Miller of North Carolina. Well, that does not really ad- 
dress the question I asked. 
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Moving on to Mr. Nabors’ other testimony, in response to a ques- 
tion from someone else about another topic, I think a question from 
the other side of the aisle, there was a question to Mr. Nabors 
about whether a disclosure should be required on certain points. 
Mr. Nabors said that consumers, borrowers were already signing 
10 or 15 pieces of paper at a closing that they were not reading and 
he did not see the value of any additional disclosure. 

Do you agree with that? 

Mr. Falk. I will support my president, yes, sir. 

Mr. Miller of North Carolina. Okay. If any law we pass can 
be waived by the consumer by signing a written waiver, why would 
the same not be true there, that they are not reading that either, 
if they are not already getting 10 or 15 pieces of paper to sign that 
they are not reading? 

Mr. Falk. From a personal perspective, I disagree with waivers, 
whether they be under Truth in Lending waivers on rescissions, or 
anything else. I think waivers are very dangerous for consumers 
and I would not want to see, personally, waiver provisions en- 
hanced. 

Mr. Miller of North Carolina. So the Ney-Kanjorski bill does 
have an anti-steering provision applying to mortgage brokers, but 
provides that it can be waived. You actually disagree with both 
provisions, that there should not be an anti-steering provision and 
there should not be a waiver provision? That just should not be in 
there at all? 

Mr. Falk. At the end of the day, it should apply to all creditors, 
and not single out one distribution channel. There should be no 
channel bias. So whatever applies to mortgage brokers should in 
fact apply to mortgage lenders and creditors alike. 

Mr. Miller of North Carolina. Okay. Again, should anyone, 
then, should a mortgage broker be required to use their best efforts 
on behalf of the borrower to try to get the borrower the best loan? 
Should that be a legal requirement? 

Mr. Falk. Respectfully, I think that additional language in that 
area is not necessary. 

Mr. Miller of North Carolina. Okay. One particular exchange 
with Mr. Nabors, I asked specifically about yield spread premiums 
and referred to a rate sheet that appeared to have yield spread pre- 
miums that go up if the borrower agrees to a higher rate of interest 
than what they qualified for based upon their credit score and their 
loan-to-value. 

I said, if you have a customer who could have gotten a 7 percent 
loan on the very same terms, and instead gets a 9 percent loan, but 
the broker gets a 1 percent additional yield spread premium in ad- 
dition to whatever up-front commission they would have, does that 
strike you as something the law would allow. Mr. Nabors said, “If 
that is part of the agreement between you as a customer and me 
as part of my total compensation that has been disclosed to you, 
it would be okay.” 

That does not bother you, having a borrower pay more or having, 
rather, the lender pay the broker more if the borrower signs a loan 
with a higher interest rate than what they qualified for, or should 
have qualified for? 
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Chairman Ney. The time has expired, but if you would like to 
quickly answer the question. 

Mr. Falk. Thank you, Mr. Chairman. 

I support my president’s position, but I will go one further. All 
origination channels earn back-end fees, power-plus pricing, serv- 
icing release premiums or yield spread premiums as it relates to 
mortgage brokers. So the very concerns that you have as it relates 
to mortgage brokers can be said for mortgage lenders, mortgage 
creditors, mortgage bankers, and mortgage originators that are 
with the depositories. It is the same issue, sir. 

Mr. Miller of North Carolina. Mr. Chairman, that did not 
really respond to my question. 

Chairman Ney. The problem I have is that we have Mr. Miller, 
but also the gentlelady from Ohio has been yielded time ahead of 
the other members so she can get her question in. 

Mr. Miller? 

Mr. Miller of California. Thank you, Mr. Chairman. 

Mr. Smith, can you offer a brief summary of what States are 
doing to regulate the mortgage banking industry versus mortgage 
brokers? 

Mr. Smith. Yes, and it does vary from State to State. In my writ- 
ten testimony, we say North Carolina itself does regulate mortgage 
bankers in roughly the same way it regulates mortgage brokers. It 
varies from State to State beyond that. I think the testimony of 
most people is that there is registration or licensing of mortgage 
bankers. I believe the MBA testimony is that there is registration 
and licensing in most States in the United States now, at the firm 
level, not at the individual level. In North Carolina, we also license 
individual loan officers. 

I hope that is responsive. 

Mr. Miller of California. Can you say that mortgage origina- 
tors other than brokers are adequately regulated on a broad b^ase? 

Mr. Smith. I do not believe so, no. 

Mr. Miller of California. If we have a minimum standard for 
everyone, would not that assure that consumers are protected 
across the board, rather than pick up different ones? 

Mr. Smith. Yes, that would be very helpful. Yes, it would. 

Mr. Miller of California. How would you go about that? 

Mr. Smith. I can only tell you what we have done, which is to 
have a requirement for training. For a license for an individual in 
North Carolina, for those entities, either brokers or lenders, a per- 
son has to take training, less by the way than the bill requires. 
That was interesting to me, 8 hours, and pass an examination has 
to go through a criminal background check, and we also do a finan- 
cial background check on each of them. 

Mr. Miller of California. When you look at mortgage bankers 
and mortgage brokers, they are both doing significant work, they 
are both adequately meeting the demands, I think, that need to be 
met out there. 

But how do we come up with something that applies in a more 
reasonable fashion, let us say, than singling one out over another 
to regulate considering one should do this and one should do that? 
Some can say, well, it is the mortgage brokers because they are the 
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first point of contact. Others say, well, it is mortgage bankers who 
are making the loans. 

They are both good guys, as far as I am concerned. There are 
some bad apples out there we are trying to weed out, but how do 
we approach this from a fair approach, basically? 

Mr. Smith. Let me try to answer that as best I can. 

I think at the firm level, I actually do not know that there is 
much disagreement at this table; I could be wrong about this, 
about firms, companies, or individuals that operate either a broker- 
age or a lending business. That is pretty common in most States 
now. 

The issue has been the licensure of individuals. The question 
really is, is it reasonable or necessary to have individuals them- 
selves carry a personal license, more or less like they do in the se- 
curities business. Even though they have to be attached to a 
broker-dealer, you still are licensed as a securities sales person 
yourself, as I think has been mentioned previously. 

So I do not know if it is reasonable or unreasonable, but I think 
it’s effective to require individual licensure of some kind for loan 
originators because they do not stay employed at the same place 
very long. A good producer goes from one employer to another to 
another. 

Mr. Miller of California. That offer the best deals. 

Mr. Smith. Absolutely. There is nothing wrong with that all, 
quite the opposite. I think that is the argument, sir, for originator 
licensing it allows the free agent market to work, for someone to 
carry business with him or her to various employers. In fact, in 
North Carolina we just revised our law to make it easier, frankly, 
for people to go between firms. Our view is like yours, I believe, 
that competition is good and people should be able to move. 

Mr. Miller of California. For the rest of you, do you want to 
comment on the minimum standard for everybody? Yes, please, Mr. 
Falk? 

Mr. Falk. Mr. Miller, we believe that everyone should have an 
individual license because if you are caught doing something bad, 
you should as an individual have something to lose. So if you are 
an originator and you originate predatory loans or are convicted or 
some kind of financial fraud, we want that individual weeded out 
of the industry, not have him go from company to company, entity 
to entity, potentially working as an account representative for a 
large lender. 

We believe that anyone who is involved with the consumer 
should have education standards and a criminal background check 
so that if there is bad behavior, we can find them and rout them 
out of our industry. That only happens with an individual license. 

Thank you. 

Mr. Miller of California. Anybody else? Yes? 

Mr. Hedges. I agree with his assessment of that. Consumers 
agree that individual licensing is very important and individual re- 
sponsibility. You need bonding and individual creditworthiness to 
go with that. His earlier suggestions for additional requirements to 
strengthen the licensing also appear very constructive. 

Mr. Miller of California. So a minimum standard for every- 
body is what you think is a good approach, too. 
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Yes, ma’am? 

Ms. Bryce. On the mortgage banking side, we have seen a num- 
ber of States over the last few years require individual licensing. 
One of the big concerns is there has been no reciprocity. So for 
those of us who operate call centers nationally, we have to have 
people individually licensed in duplicate States with duplicate 
fingerprinting requirements and duplicate educational require- 
ments and duplicate testing. 

Chairman Ney. The time has expired. 

Mr. Miller of California. Can the last individual respond? 

Chairman Ney. If we can hold to the time, then we can come 
back. 

Mr. Miller of California. Okay. I will move down a chair and 
take 5 more minutes in a minute. 

Chairman Ney. The gentlelady from Ohio? 

Mrs. Jones of Ohio. Mr. Chairman, Madam Ranking Member, 
thank you for your indulgence, and my colleagues as well for allow- 
ing me to move forward. I am no longer on the committee, but the 
issue is very important to me. 

My staffer in the back pointed out to me that Ohio has the sec- 
ond highest foreclosure rate in the Nation, with 2,482 new filings 
this year. This figure has more than doubled in the past year. 

I want to take a moment and not necessarily focus on my legisla- 
tion, but to raise this question. We are trying to split hairs here 
in this room, saying, well we are not a broker, we are a banker; 
we are not a banker, we are a broker. But the people out there who 
are accessing mortgages do not know the difference. In fact, part 
of the problem is they think the broker is acting on their behalf 
and not realizing that the broker is acting on his or her own behalf, 
and there is not an agent on behalf of the person purchasing prop- 
erty. 

That is, quite frankly, part of the dilemma we face, particularly 
when we start talking about, and this is nothing against traditional 
banks because I bank with a traditional bank, but the reality is the 
brokers and the predatory lenders, and I do not put them in the 
same box, have made it much more convenient for a person who 
wants to purchase a home to be able to get a home. Oh, you cannot 
come at 9 o’clock in the morning, 9 o’clock at night; I will be at 
your home. If you do not have a witness, I will bring a witness with 
me. If you don’t have this, I will take care of that. And that has 
made it much easier for people who traditionally have not had ac- 
cess to financial services to get them. 

So what my question to each of you is — not to each of you. I am 
going to ask one because I do not have but 5 minutes. Let me ask 
Mr. Rodriguez, do you agree basically with what I have just said, 
Mr. Rodriguez? What do you think we ought to do, in 1 minute? 

Mr. Rodriguez. Thank you. 

In 1 minute, I think that is absolutely right that in communities 
that is their experience. There is a lack of information certainly 
within minority communities, lack of experience with products. So 
a lot needs to take place there with respect to education, but there 
also has to be a vehicle for enforcement that goes way beyond what 
has been proposed here and is included certainly in our rec- 
ommendations. 
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At base, the question is, can we go back to communities who 
have had some of these experiences and be able to say, well, the 
answer is a national registry. I think the answer is no. There has 
to be much more. It has to be much more comprehensive. There 
has to be much more enforcement and accountability included in 
this measure for us to be able to go back into our communities and 
tell them we have done something about these issues and prob- 
lems. 

Mrs. Jones of Ohio. It has gotten so bad in Cleveland that 
Fannie Mae, in conjunction with the housing advocates in Cleve- 
land and five banking institutions, has created a fund of $5 million 
in order to help people who have been in predatory lending situa- 
tion to come out of it. It is like why don’t we regulate so that we 
do not have to spend money to bring people out of a predatory lend- 
ing situation. 

Let me go to you, Ms. Bryce. You were the one who tried to dis- 
tinguish between a banker and a broker. What makes a banker 
better than a broker? 

Ms. Bryce. I think the major distinction is the fact that 

Mrs. Jones of Ohio. No, not the major distinction. What makes 
a banker better than a broker, if there is such a thing. 

Ms. Bryce. The banker is providing the actual funds. There was 
a comment earlier about the whole issue of table-funding. The 
banker who is providing the funds has risks for that loan, has in- 
terest-rate risk, has compliance risk, has repurchase risk. 

Mrs. Jones of Ohio. Does a broker act as your agent? 

Ms. Bryce. I would say not as our agent, no, as an independent 
contractor. There are times when brokers 

Mrs. Jones of Ohio. Let’s go legally. 

Ms. Bryce. I am. 

Mrs. Jones of Ohio. No, no, no. Let’s go legally. If in fact they 
secure a loan on your behalf, they are acting as your agent. 

Ms. Bryce. I would disagree with that characterization. I would 
say there is an independent contractor. They do business with a 
number of different bankers. 

Mrs. Jones of Ohio. Including you. 

Ms. Bryce. I do not do business with them. 

Mrs. Jones of Ohio. Not you personally, but your institution. 

Ms. Bryce. The industry, yes. 

Mrs. Jones of Ohio. So the point is that if you are regulated, 
then your broker who acts on your behalf or as your agent ought 
to be regulated as well. 

Ms. Bryce. I think there is still a disagreement in that regard. 
I would say they are an independent contractor who has the right 
to present a loan. 

Mrs. Jones of Ohio. And if they bring it to you and it is good 
enough for you, you are going to take it, right? So you are going 
to get a benefit from him brokering on your behalf. 

Ms. Bryce. That is correct. 

Mrs. Jones of Ohio. I am done. I am out of time. I thank you 
very much. 

Mr. Miller of California. [Presiding.] I am an older Ney. 

Mrs. Jones of Ohio. Okay, older Ney. Thank you. 
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Mr. Miller of California. I would like to continue. Since I get 
the chair, I get another opportunity at this apple, so this is good. 

I have been in the development industry for about 35 years. It 
is interesting. Last time we discussed the concept of the need of a 
mortgage broker, bankers are right there saying yes absolutely, 
they work hand-in-hand with us. If they are not doing their job, we 
have to hire somebody and turn to them to do that job to meet the 
need. So I look at both of you as good people. 

A lot of times, builders will go out there and they want to build 
a project, and they will go to a mortgage broker. They will say, this 
is the project. The mortgage broker puts the information together, 
then will go out with lenders and shop the package to lenders and 
see who wants the package and who wants to give the best terms, 
offer the best type of conditions or whatever, rates, because they 
want to lend on that project. 

But once that has occurred, then there is a relationship between 
the property owner and the mortgage banker, but they are sepa- 
rate, and the same thing with the mortgage broker and the mort- 
gage banker. Yes, they are both providing a service, but they are 
separate. 

I know, Mr. Hailer, you were wanting to respond to my question 
last time when we talked about standards for everyone, some rea- 
sonableness in the industry. Would you like to comment? 

Mr. Hailer. A very brief comment. Congressman. I feel that 
every loan that I make, my reputation is on the line both person- 
ally and as a bank, particularly because my particular bank has 
sold very few loans in its existence. We have sold a total of about 
$2 million in loans. That means when we generate a mortgage, we 
hold it and we keep it. As was said previously, we get the interest 
rate risk. We get everything that goes with it. 

We also provide one benefit for the customer, and that is if some- 
thing goes wrong, whether it is an insurance payment, pro-rating 
of taxes, whatever the case may be, customers know where to find 
us. So consequently, my reputation, the reputation of my company 
is right there. That is not something I am willing to give up. I am 
fine with that. 

Mr. Miller of California. From a mortgage banker, do you 
think it is to the benefit of a mortgage broker to impugn their own 
integrity by doing something to misrepresent a package to you? 
How often are you going to deal with that person in the future? 

Mr. Hailer. Are you asking me? 

Mr. Miller of California. Anybody who wants to answer it. 
There is a close relationship, I think, between both of your organi- 
zations. I think if one does anything that is less than honorable 
and above-board, there is a direct impact on that individual or the 
business for doing that in the future. I would like your response 
on that because I do not think that has been addressed. People as- 
sume that you can get away with scurrilous acts or deeds and you 
can misrepresent a package or a portfolio and everybody is going 
to say, oh, okay, good, bring me another one. That is not how it 
works. 

Ms. Bryce. I think that certainly mortgage bankers that work 
with mortgage brokers look at the quality of what they are getting 
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from those mortgage brokers just like they would look at their own 
portfolio of products. 

Mr. Miller of California. They are underwriters. 

Ms. Bryce. If there are issues with quality, if there are issues 
with compliance, then I think most mortgage bankers would either 
talk to that broker, and if it does not improve, cease doing business 
with them because ultimately the mortgage banker then has re- 
sponsibility for all of those issues with the loans. 

I think that what a mortgage banker cannot necessarily tell are 
whether there are issues with how the loan was sold in the first 
place. We cannot know whether or not there was a better product 
at a different lender that that broker does business with. We can 
only know what was submitted to us and whether or not it is com- 
mensurate with our requirements. 

Mr. Miller of California. I know from the building industry, 
a builder is very much like a mortgage broker would be. You migM 
get one loan, but if you prove to be bad, you will not get a second 
loan. We need to do everything we can to get the predators out of 
our industry, but I think you internally do a lot of that yourself. 
We have not acknowledged that. Yes, we need to go a step further 
to make sure the law is very clear about what a predator is, what 
a subprime lender is, what a position of a broker is, what a position 
of a mortgage banker might be. 

But the industry does a pretty good job when they can of trying 
to ferret out the bad players out there. I just do not want the per- 
ception to be created by this hearing that you can do something 
that is wrong, you can do something to impact some individual out 
there who is just trying to get a loan for their house, and put a 
package together, misrepresent it, and get a bad loan for him, and 
that is going to be acceptable in the future. I do not believe that 
is the situation, unless one of you would like to say that that might 
be. 

Mr. Falk. Mr. Miller, we agree with you. As mortgage brokers, 
we came up in 2002 with our model State statute initiative. Our 
chapters around the country have been pushing State regulations 
all across this country, to license all originators, to require back- 
ground checks, to require licensing and education. So we have 
been, with some of our partners, our mortgage banker partners, 
our American Banker partners as you say, we are all in this to- 
gether. 

Mr. Miller of California. I love it. 

Mr. Falk. And so in essence, all of our reputations are personally 
and professionally on the line when a bad loan is made. But let’s 
not kid ourselves, it starts when an originator sits with a con- 
sumer. Those are the people we want to license, regulate and keep 
bad actors out, who are sitting at the table with the consumer, 
talking to the consumer and getting their personal information. 
That is why we say that all originators should be licensed and reg- 
ulated. 

Mr. Miller of California. Thank you for your input. 

Ms. Waters? 

Ms. Waters. Thank you very much. 

I would like to thank Chairman Ney for holding this hearing. 
This particular subject matter has been of interest to me for a long 



26 


time. Let me just say that I recognize that mortgage brokers and 
bankers have made products available in areas where many of the 
majors have not been. Because of that, people have been able to 
purchase homes. 

On the one hand, you can appreciate that. But on the other 
hand, you guys also know that there are some bad actors in your 
industry and that they have created a bad reputation for you. It 
is a combination of high fees, high interest rates, loan flipping, you 
name it. I am concerned that you have not done enough to get rid 
of the bad actors who are giving you a bad name. 

I am not so sure that preempting State law is the way to go 
about it. I oftentimes agree with my chairman, even though we are 
from different sides of the aisle, but on this one, I am not so sure. 
Mr. Kanjorski, Mr. Ney believe that by having these uniform 
standards, this may help with what I am trying to describe to you, 
but I do not think so. 

I do think that within the industry you should be more aggres- 
sive, even if you do not get State laws to do all of what you want 
to do. You guys should rein these people in. You should let them 
know that you are going to help put them out of business if in fact 
they are guilty of many of these practices that cause us to have all 
of these defaults on these loans. 

I am going to mention the name of a mortgage broker in South- 
Central Los Angeles, about a block from my house. Central Lend- 
ing Real Estate. Write that down. Central Lending Real Estate on 
Vermont Avenue. What happens is when people lose their homes 
or when they feel that they are not being fairly treated, it ends up 
in our office. It ends up in our office, first, to do something. I have 
done everything from call mortgage brokers, visited them, to lit- 
erally just having a fight with them about some of the practices. 

This one, I went to Central Lending Real Estate. They keep the 
doors locked for the most part because I think they have so many 
people who want to shoot them that they are afraid to let anybody 
in. They have messed over so many people. Of course, they did not 
want to let me in. I just stayed until they did. The principal at 
Central Lending Real Estate went into his office, closed his door, 
locked his door, and he sent some of the salesmen out to try and 
talk with me about this terrible, terrible case that I was involved 
in. 

I have had a lot of complaints about Central Lending Real Es- 
tate. This is the first opportunity I have had publicly to talk about 
how bad they are and some of the things they are doing, but it is 
a lot of them. Every month or so when I am in my district in var- 
ious areas of my district, I have people coming up to me handing 
me the cards, another new mortgage broker, somebody has hung 
out their shingle on a sign, another little storefront business. They 
are just proliferating all over the place. Many of them I do not 
think are competent to be doing this work. 

Now, I do not think that this preemption is going to work be- 
cause there are some States that are better than others in the way 
that they license or the way that they regulate. So my question is, 
what can you do to self-police the industry, to identify the bad ac- 
tors, and to reduce the amount of the yield or whatever it is, the 
yield spread premiums that you collect? 
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It is one thing to get a .5 percentage point or so higher on a loan 
because, you know, whatever the reason is, but when you start 
jumping 2 and 3 and 4 percentage points higher, that is just worse 
than predatory. What can you do? Mr. Falk? 

Mr. Falk. Ms. Waters, thank you. 

I would share great concern with you about this Central Lending 
Real Estate. I do not know if they are a broker or a lender or a 
banker or a real estate agent, and their licensing under California 
law. I know there are a number of different licenses available 
under California law. It is regrettable that a bad situation clearly 
appears to have taken place. I do not know the specifics. 

We agree with you when it comes to the exemptions under the 
current language under Title V. We believe that all of the exemp- 
tions under the licensing area should be dropped. The only exemp- 
tion that should remain from the minimum standards should be for 
depository institutions and for employees of depository institutions. 
So any of the other exemptions, we believe are inappropriate. We 
believe that the education requirements and criminal background 
check requirements should be broader. 

The other thing I would comment on is pre-licensure education. 
We agree with you, candidly, that a lot of folks go into the mort- 
gage business without any training, without any understanding of 
what is going on in the industry, how to fill out forms, how to treat 
people properly. So we believe that a rigorous education require- 
ment should be installed. You should not be able to go from dif- 
ferent troubled industries into our industry, and then jump out 
again as soon as you are caught. 

Mr. Miller of California. You need to wrap up. The time has 
expired. 

Mr. Falk. Thank you. 

Mr. Miller of California. Mr. Green, you are recognized for 5 
minutes. 

Mr. Green. Thank you, Mr. Chairman. Thank you for hosting 
these hearings. I would like to thank the ranking member as well. 

I thank each of you for being here today. You have been most en- 
lightening, and I appreciate it greatly. 

The Federal Reserve has released its HMDA data, and that data 
has revealed that even after adjusting for such factors as income 
level, all persons making pretty much the same income, loan size, 
same person acquiring a loan about the same size, property loca- 
tion, acquiring a loan in the same neighborhood. Federal Reserve 
has found that African-American and Hispanic borrowers are more 
likely than white borrowers to be given a high-cost loan. 

A simple question: I assume that we all agree that this is invid- 
ious, that it is not the kind of thing that we would want to have 
happen, if all of these factors are the same. We would not want 
people singled out because of their ethnicity or because of their 
race. Now, if I am wrong, maybe I should have someone let me 
know it. Am I wrong? Is there someone who differs with me on 
that? 

Ms. Bryce. I do not differ with you that there should not be dis- 
crimination in the mortgage market, but I would add that the other 
thing that the Federal Reserve and Chairman Greenspan said was 
that there are a number of factors that are not part of the HMDA 
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data, and that they believe that when they include those that it 
would explain some of the differences. Some of those differences are 
credit scores, debt-to-income, loan-to-value and other issues that 
impact the pricing of a loan. 

Mr. Green. Well, let me ask you another way, then. Do you 
agree that discrimination exists in this marketplace? Is there any- 
body who thinks that it does not? Okay, we all agree. 

Given that we all agree that it exists, how do you propose we 
deal with it and end it? Because every study, not just this one, but 
every single study gives us the same results and every single time 
we have reasons that we can explain why, if we made just a little 
adjustment here or a little adjustment there, it would cause the 
study to look a little bit better. But no one differs; no one says that 
the discrimination does not exist. 

So now, given that the discrimination exists, and given that we 
have a system that allows people to get paid more for steering peo- 
ple to higher-cost loans when they qualify for a lower-cost loan, 
how do we end the discrimination is my question. 

Mr. Rodriguez, if you could give me a brief answer? 

Mr. Rodriguez. Sure. I will try to be brief. It is a big question. 

I think there are a number of things. We certainly feel pretty 
strongly that much more enforcement of anti-discrimination laws 
are needed in that context. And certainly, we have to consider that 
the common response to these issues is credit scores. What we 
seem to overlook pretty consistently is that there are a lot of issues 
with respect to reporting of minority credit histories with credit bu- 
reaus and credit agencies, that has not gotten enough focus and at- 
tention over time. 

With respect to Latinos and immigrants in particular, for exam- 
ple, the issue is not bad credit, but no credit or very thin credit 
files. That in many processing centers instantaneously points them 
in the direction of a high-cost loan. It has nothing to do with their 
credit risk or their risk of repayment. So there are structural issues 
in the credit reporting system in addition to the discrimination 
issues that you raise that are steering families and minority fami- 
lies toward high-cost loans. 

A big part of the solution also has to be housing counseling and 
homeownership counseling at the local level, getting more folks in 
there talking to Latinos and minorities about home-buying and the 
home-buying experience and bridging the gap and helping them 
navigate through the system to get the best and most affordable 
loans. 

Mr. Green. Let me ask this question, if I may, because my time 
will expire soon. Do you think we ought to fire people who discrimi- 
nate? Mr. Rodriguez? 

Mr. Rodriguez. Yes. 

Mr. Green. Does anybody differ? Could we just fire them? 

Mr. Miller of California. The gentleman’s time has expired. 

Mr. Green. Okay. Thank you, Mr. Chairman. 

Mr. Miller of California. A quick question to Mr. Smith. The 
North Carolina Commission of Banks, are they discriminating in- 
tentionally? Yes or no. 

Mr. Smith. There may be discrimination. It is hard to ferret out. 

Mr. Miller of California. Do you try to ferret it out? 
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Mr. Smith. Yes, we do. 

Mr. Miller of California. Okay. 

Ms. Bryce, Nexstar Financial Corporation, are you intentionally 
discriminating out there? 

Ms. Bryce. I am sorry. Could you repeat the question? 

Mr. Miller of California. Are you intentionally discriminating 
out there? 

Ms. Bryce. Absolutely not. 

Mr. Miller of California. I have the opinion based on what ev- 
eryone was saying there, everybody was allowing willful discrimi- 
nation to go forward, and that was bothersome to me. If that is the 
case, that is scary. 

Ms. Bryce. I believe that the industry is very intent on fair lend- 
ing and trying to be fair in that regard. The question was, is there 
no discrimination, and I could not say that there is never any. But 
I think that the industry is very focused on fair lending and being 
fair in the issuance of credit. 

Mr. Miller of California. I have had meetings with Bank of 
America, Wells Fargo, and they go out of their way to make sure 
there is no redlining because there is a tremendous consequence for 
that to take place. That is just scary to think that this would not 
be proactive. 

Ms. Waters. Will the gentleman yield? 

Mr. Miller of California. I am going to have to go to Mr. 
Cleaver, and then we will try to come back. 

Mr. Cleaver? 

Mr. Cleaver. I will yield to the ranking member. 

Ms. Waters. Thank you very much. 

I just want to set the record straight. My acting chairman here 
talked about how Bank of America and all of the banks go out of 
their way to make sure there is no redlining. Because that is on 
the record, let me just put my statement on the record. 

Predatory lending is rampant, both with the major banks and the 
mortgage bankers and with mortgage brokers. It is a problem in 
America. The HMDA data is not bad data, even though, I guess it 
was Ms. Bryce who had to talk about what was not considered. So 
let us not leave here thinking that everybody is working so hard 
and there is no discrimination. It is and it is a big problem that 
must be dealt with. 

Thank you. I yield back. 

Mr. Cleaver. Thank you, Mr. Chairman and ranking member. 

I was going in a completely different direction, but my colleague 
and your response has generated some continued interest in this 
area. Do any of you know of anyone who has been fired in any in- 
stitution for discrimination? 

Mr. Hailer. May I answer that? 

Mr. Cleaver. Yes, sir. 

Mr. Hailer. Congressman, I am not aware of anybody person- 
ally. I have no personal knowledge, but I do know approximately 
120 to 125 CEOs in Ohio in banks, and I know of none of them 
who would ever sanction that practice. 

Again coming back to your question, Mr. Green, I am a little in- 
timidated by the circumstances. This is my first time testifying, so 
I apologize. 
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Your question was, is there no discrimination. I cannot identify 
whether there is any or not, except for the fact that I look at 
HMDA as a banker and I like HMDA, believe it or not. I like 
HMDA because I think it is a useful tool, just like interest rate risk 
reports are a useful tool, but I do not think it is absolute. I think 
there are some flaws with HMDA, and the question is how do we 
get to more data and those types of things without violating pri- 
vacy and so on and so forth. 

The bottom line is there are reasonable explanations as to why 
the data is the way that it is and how it comes out. But I know 
this; I personally would never stand for any kind of discriminatory 
lending practices in my bank and I believe that I am representative 
of the banking industry and particularly of the bankers that I 
know in Ohio. It is offensive to me. 

As far as predatory lending, it absolutely goes on in the market- 
place and that is one of the reasons why we are in favor of Title 
V is to go ahead and have a baseline. 

Mr. Cleaver. I yield to my colleague. 

Mr. Green. Would you yield just 1 minute, please? 

Friends, we live in a world where it is not enough for things to 
be right. They must also look right. It does not look right for us 
to consistently have data to indicate that minorities are discrimi- 
nated when it comes to lending practices. It may be right, but it 
does not look right. 

I yield back. 

Mr. Cleaver. The issue is if you do not know of any CEO of any 
bank who tolerates discrimination, and you do not know of anyone 
who has ever been fired for discrimination, that pretty much pro- 
vides empirical evidence, doesn’t it, that nobody discriminates. 

Mr. Smith. May I respond to your question? 

Mr. Cleaver. This is a great country. God bless everybody. Let’s 
eat some apples. 

Go ahead. I am sorry. 

Mr. Smith. May I respond? 

Mr. Cleaver. Yes. 

Mr. Smith. What we have done a lot of recently, and again dis- 
crimination is one thing. What we have done a lot of is take a lot 
of enforcement actions, not only in North Carolina, but around the 
country, to deal with people who are engaging in fraud and in flip- 
ping and a whole lot of other bad conduct, many in predominantly 
minority neighborhoods. 

I do not know, again, whether the HMDA data was statistical 
data that deals with disparate impact of loan policies, but to say 
we are not doing it and people do not get fired, people are getting 
put in jail. They are getting unlicensed. We are doing a lot of 
things to protect particularly vulnerable people in our State. I 
mean, the whole thrust of State legislation with regard to preda- 
tory lending in North Carolina and licensure has been focused on 
the subprime market fundamentally, which in many cases regret- 
tably is a predominantly minority market. 

So to say we have done nothing about this problem I think is in- 
correct, or to say no one has ever been fired. People are getting put 
in jail. 
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Mr. Cleaver. I do not think anybody said that nothing has been 
done. 

Let me change the line of thinking. I was concerned that our 
country unfortunately has reached a point where we deny almost 
anything that relates to discrimination. Maybe we just cannot han- 
dle it. 

Who regulates the appraisal industry? 

Mr. Smith. It depends. It is generally done at the State level and 
it varies from State to state. In North Carolina, for example, it is 
a subset of the real eState board, but it may vary. 

Mr. Cleaver. I have no more questions, Mr. Chairman. 

Mr. Miller oe California. Thank you. 

I have heard a lot of good arguments here that justify Chairman 
Ney’s Responsible Lending Act that we are going to enact. We need 
to clearly define what “predatory” is and clearly understand that 
subprime is extremely beneficial, but there has to be an absolute 
line drawn between “predatory” and “subprime.” That is what we 
are going to try to do from a Federal perspective so there are not 
individual laws enacted in L.A. and San Francisco and San Diego. 

Mr. Davis, you are recognized for 5 minutes. 

Mr. Davis of Alabama. Thank you, Mr. Chairman. 

Mr. Cleaver, I did not mean by my comment that is the light 
working or that you stop asking questions. I apologize for that. 

Let me make an observation at the beginning before I turn to my 
questions. One of the things that I think may explain a little bit 
of a gulf in how we are looking at these issues has to do with our 
word choice. I think when Ms. Waters, Mr. Scott, and Mr. Miller, 
and Mr. Cleaver, and Mr. Green, and myself use the word “dis- 
crimination,” your response to it, or I should say more accurately 
the industry’s response to it, is, well, you know, we do not think 
there is discrimination out there because we do not think there are 
people who are sitting there saying, gee, I see a black person or a 
brown person in front of me and I do not like them and I do not 
want to deal with them. 

I would agree with you that that kind of overt discrimination is 
probably a little bit less common today than it was 30 or 40 years 
ago, but I am not sure that is really the issue. I do no think the 
issue is whether or not people look at a black or brown or yellow 
person and say, “Gee, I don’t like you.” The issue is whether when 
they encounter people who may be lower-middle income and who 
may be of a racial minority, that some trigger goes off that this is 
a less-informed person, that some trigger goes off that this may be 
someone I can take advantage of 

I think those of us on this side of the aisle would be inclined to 
think that that, too, is discrimination. So I make that point and 
then turn to some questions. 

Mr. Miller asked you I think a very interesting line of questions 
about what the standard ought to be for mortgage brokers and 
whether or not the standard of providing favoraWe or the best fa- 
vorable applicable loan to a consumer ought to be codified in some 
way. 

Let me give you two contrasts. I am a lawyer. A number of us 
on this side of the aisle, including Mr. Miller, are lawyers and peo- 
ple on the other side of the aisle are lawyers. We have in every 
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State something called a canon of ethics. That canon of ethics has 
the force of law and if you violate it and the State bar believes you 
violated it, you have lost your right to practice law. So it has the 
effect of being a legal instrument of the State. A lot of us know doc- 
tors. In almost every State, there is a canon of ethics for doctors. 
Once again, if you violate it, you lose your license that in effect has 
the force of law. 

There is a requirement in the canon of ethics for doctors and law- 
yers that you have to provide the best service possible to the per- 
son you contract with, either your client or your patient. If you ac- 
cept a case, you do not get to give them the Wal-Mart version or 
the Super Sam’s version. You have to give them the best, strongest 
service that you can provide. The same for medicine. You do not 
get to say, I will give you my A game if you are on this list or my 
B game if you are on this list. 

Mr. Falk, is there any statutory provision or any written provi- 
sion that you know of anywhere in the country that codifies that 
mortgage brokers provide the best reasonable service that is appli- 
cable to a given consumer? Give me a quick answer on that. 

Mr. Falk. I am not aware of any State regulation. 

Mr. Davis of Alabama. Are any of you aware of any written 
statutory instrument that is comparable to the State bar or State 
medical regulations I described? Are any of you aware of any? 

Mr. Hailer. The only thing I can offer is every regulation that 
banks are subject to encompasses that, but as far as you have de- 
scribed it, no, but I can tell you that it is all-encompassing in every 
reg that we comply with. 

Mr. Davis of Alabama. All right. Mr. Rodriguez, let me perhaps 
turn to you to provide a quick answer. Why are mortgage brokers 
so different from doctors and lawyers in that doctors and lawyers 
have to live by these standards and mortgage brokers do not, in 30 
seconds or less? 

Mr. Rodriguez. I do not know. 

Mr. Davis of Alabama. Do any of you know of any reason why 
mortgage brokers are that different from doctors or lawyers, when 
doctors or lawyers have to live by the standard and mortgage bro- 
kers do not? Can anybody articulate a difference? Yes, sir. 

Mr. Hedges. No, Mr. Davis. I would suggest that a substantive 
requirement on brokers, that each borrower get the best loan that 
their credit entitles them to would make a big difference in this 
problem. 

Mr. Davis of Alabama. I agree with you. Because of time, I will 
stop you with agreement and ask you one final question. There is 
another difference. In my State and I think every other State, bad 
actors who are lawyers and doctors are listed in a public filing. If 
a bar complaint is filed against you and resolved in an adverse 
manner to you, that is published. If a doctor is found to be neg- 
ligent and a doctor is found by the medical association to be a non- 
performing or a bad actor doctor, that is published. 

Again, do any of you know of any provision at the State level 
where there is a list of bad actors who are mortgage brokers, mort- 
gage brokers who have been caught engaging in fraudulent prac- 
tices? Do any of you know of a database that collects and lists bad 
actors among mortgage brokers? 
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Mr. Smith. My Web site. Visit it anytime. 

Mr. Davis of Alabama. All right. And your Web site is what? 

Mr. Smith. NCCOB.org. 

Mr. Davis of Alabama. Okay. And you represent? 

Mr. Smith. I am in the State of North Carolina. I have a list. 
I have published every single order I have issued. 

Mr. Davis of Alabama. Do you know of any States who do what 
North Carolina does? 

Mr. Smith. I do not. 

Mr. Davis of Alabama. Our State requires this information to 
be public. That is the question about what this bill does in making 
that database confidential. 

Mr. Smith. Excuse me, if I may say one other thing. In my testi- 
mony, which you were not here for, but you did not miss a lot, but 
one thing I did say was that the States are now working on a data- 
base to do exactly the thing you are talking about. 

Mr. Davis of Alabama. And the thing would be listing bad actor 
mortgage brokers? 

Mr. Smith. Yes, nationally. 

Mr. Davis of Alabama. Okay. 

Chairman Ney. [Presiding.] I have to note the time has expired 
and we still have Mr. Kanjorski. 

Mr. Kanjorski? 

Mr. Kanjorski. Listening to the discussion so far, it seems to me 
that we may be searching for the perfect and as a result miss 
achieving the good. In a perfect world, we would like every indi- 
vidual to pay the least on their loan or mortgage and get paid the 
highest amount on their savings account or CD. 

But, Mr. Hailer, I will start off with you. It is sometimes fun to 
pick on bankers. Do all banks pay everyone the same rate on CDs 
and savings accounts? 

Mr. Hailer. The answer to that is absolutely no. 

Mr. Kanjorski. That is right. It is a competitive world. 

Mr. Hailer. It is. 

Mr. Kanjorski. Let us reverse it to mortgages. Does everyone 
pay the same amount on every mortgage in the country or are 
there differences? 

Mr. Hailer. There are differences and then there are reasons 
why. 

Mr. Kanjorski. Right. Most often they are subjective reasons, 
really. We try and reduce them to a formula. But in reality, even 
if you look at a credit rating, it is a subjective evaluation based on 
some criteria. 

Mr. Hailer. It depends on what the range is and what the credit 
rating is based on, and how the credit rating is used. 

Mr. Kanjorski. As one of the co-authors of this legislation, I 
guess I want to clear up a few things. One, it is our hope, and I 
think I speak for Mr. Ney, that we have a national uniform system 
to drive down the cost of money instead of having to go through 
the 50 different entities and maybe hundreds of others as munici- 
palities get into this ballgame, which they have. Overall on that 
basis, if you make money available, whether it is in the subprime 
market or in conventional financing, you are going to drive down 
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the cost of money through efficiency. Would anyone at the table 
disagree with that? 

I have come to a conclusion, after listening to my colleague Mr. 
Davis talk about applying a legal standard, a fiduciary duty stand- 
ard, or a professional standard like that of a lawyer or a doctor. 
This industry is a business. I think that we should recognize that 
it is not a profession. I do not see how it can be made absolutely 
uniform in terms of applying such a standard. 

If you ever go to the best deal standard for each mortgage trans- 
action, I guess I will leave Congress, enter the bar again, and just 
become the greatest trial lawyer that has ever existed because 
there would be an unlimited number of cases. Every deal that does 
not match the lowest deal is not the best deal. That is ridiculous. 

What we are trying to do is get the overall national cost of money 
down for mortgages. We are trying to open up and protect people 
in some way and come up with a reasonable uniform standard. 

I am convinced that we do need a standard for brokers. I think 
it is essential that we know who the bad actors are. We know there 
are minimal capacities there. Then we have to rely in a way on 
what I always call the “self-help” in the industry. 

We expect bankers not to turn their eyes when dealing with a 
broker when they obviously see it is a bad deal. However, bankers 
can get away with it because they did not have any contact with 
the consumer, or they did not know what to do with it, or they may 
not have direct liability on it. I would love to find a mechanism to 
go with that. 

Yes? 

Mr. Hailer. Congressman Kanjorski, in Middlefield, Ohio, there 
is a mortgage broker who I heard from a friend of mine who is a 
CEO over there who has been preying upon the Amish community. 
There is a very large Amish community over there. How it came 
to be discovered was he was getting a lot of payoffs at his bank 
from long-time customers. He started investigating it. Then he 
started looking at some of the documents. In the documents he 
found excessive fees up front that were of course rolled into the 
document based upon the appraisal, so the people are not only get- 
ting whacked with the fees up front, they also get the benefit of 
having the costs of carrying those fees over a long period of time. 
So they are getting hit a couple of times. 

I am proud to say that my friend has brought this to his attor- 
ney’s attention. His attorney is getting sued by the mortgage 
broker for bringing up the issue, but nonetheless much like in the 
case that you have given. Congresswoman Waters, the marketplace 
in that case has served as a regulator because the word has gotten 
around and the bishops within the Amish community have re- 
sponded. Even in your own area, you will find this to be true. 

The bottom line is that they have closed ranks and have rooted 
that person out. So that is a good story of what is in place right 
now, particularly with regulations working. 

Mr. Kanjorski. Right. In the banking field, do we not have a 
certain type of loan called a “character” loan? If you are of bad 
character, you cannot get a loan at some banks. 

Mr. Hailer. If you are a bad character and we know, you cannot 
get a loan. 



35 


Mr. Kanjorski. That is right. On the other hand, if you are of 
good character, sometimes you do not nearly need anywhere near 
the collateral that other people may need because of your char- 
acter. 

Mr. Hailer. My favorite loan that I ever made was to a lady 
whose husband committed suicide. Her children were made fun of 
in school because of it, and she came to us for a loan. She did not 
have the credit score and she marginally had the income. I will not 
take anything in the way of gratuities or anything of that nature 
as a banker. She developed a career as a caterer and built a very 
successful career, and basically came back from the dead finan- 
cially. 

We made her a home loan. The look on her face when she was 
approved for the mortgage stayed with me. She want to give me 
something. She wanted to do something, and I said I cannot take 
anything. So I went out to my car, which I leave unlocked, and 
there was this box of cakes and cookies. It is probably one of the 
most meaningful gifts I have ever gotten in my life. That is great 
stuff and it is very true. I do not think I am alone in that. 

Mr. Kanjorski. I have always applied what I call a 5-percent 
bastard rule to analyze these issues; there are 3 percent to 5 per- 
cent of people in our society — who no matter what laws, rules or 
what regulations we pass — are going to try and find a way to push 
the edge of the envelope and go over it. But 95 percent of almost 
any participant in any profession, any business, any commercial ac- 
tivity in this country, will try and do the right thing because they 
are after establishing good character. 

Now, all we are trying to do is find some mechanism to reduce 
that 5 percent, but not to the extent that it becomes suffocating on 
the industry. I heard some of the discussion here and I just want 
to point it out. 

Chairman Ney. I would note that there are 6 1/2 minutes left on 
the vote. 

Mr. Kanjorski. Is there anyone at this table that wants us to 
do nothing, just get out of this field and leave it as it is? 

Ms. Bryce. I think it is important for you to continue with this 
bill. We support the bill as it is structured generally. One of the 
concerns is that you are talking about the economic marketplace 
and the importance of preserving that. I think it is important to 
continue to have competition in various markets because that gives 
consumers more opportunity to shop and find a better deal. 

I also think that in terms of looking at the marketplace we have 
to protect the liquidity in the marketplace. One of the issues is as- 
signee liability. We have seen situations where investors have said 
we are not going to buy these loans. We had a situation where a 
warehouse lender actually said we are not going to fund any more 
loans in the State of Massachusetts because we cannot tell which 
ones are high-cost loans or not, so we are not going to fund any- 
thing. We do not want to see that happen in the marketplace. We 
want to protect the liquidity so that there is an opportunity for 
competition. 

Mr. Kanjorski. Thank you very much. 

I know we are very close, and I yield back. Thank you, Mr. 
Chairman. 
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Chairman Ney. Thank you. 

I want to thank the witnesses and the members today for an im- 
portant hearing. 

I want to note that members may have additional questions for 
this panel and they may want to submit to the panel in writing. 
Without objection, the hearing record will remain open for 30 days 
for members to submit written questions to the witnesses and to 
place their responses in the record. 

I want to thank the panel today. Thank you. 

[Whereupon, at 11:59 a.m., the subcommittee was adjourned.] 
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Opening Statement of the Honorable Bob Ney 
Chairman, Subcommittee on Housing and Community Opportunity 

Hearing on 

“Licensing and Registration in the Mortgage Industry” 
Thursday, September 29, 2004 


Good morning and welcome to this hearing in the Housing Subcommittee on the 
topic of “Licensing and Registration in the Mortgage Industry.” 

This is a topic that Congressman Kanjorski and I have addressed in our anti- 
predatory lending legislation, H.R. 1295, The Responsible Lending Act - also known as the 
Ney-Kanjorski bill. 

However, in the discussions surrounding this proposed legislation, this issue has not 
garnered a great deal of public attention and comment. 

Most of the debate has centered on which potentially abusive lending practices 
should be curtailed or prohibited in an effort to protect borrowers from unscrupulous 
lenders. 

But equally, if not more, important is the issue of regulating the people who provide 
or facilitate mortgage loans. 

After all, it only takes a few bad apples to give an entire industry a bad name. 

So that is what we are here to discuss today. 

In an industry in which some say that opportunities exist for bad actors to exploit 
and take advantage of both sophisticated and unsophisticated consumers alike, how should 
access to that industry be regulated to help insulate consumers from such practices? 

Should all those who originate mortgages be required to obtain a license and register 
individually? 

Or, are there reasons why access to the mortgage lending industry should be 
regulated differently for certain participants due to their unique attributes or because of 
their current regulatory requirements? 

In addition, there are currently a number of state laws and legislative movements on 
the state level that address this very topic. 

Are these sufficient? Or, would some degree of minimum uniformity be helpful? 
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Hopefully, these questions will be answered today so that we can continue to find 
ways to protect consumers from both predatory lending practices and from those bad actors 
who would take advantage of borrowers. 

The Ney-Kanjorski Responsible Lending Act attempts to do just that - protect 
consumers from bad practices as well as fi'om bad actors. 

This is why Congressman Kanjorski and I believe that H.R. 1295 is the most 
comprehensive piece of federal anti-predatory legislation ever to be introduced. 

The central goal of the Ney-Kanjorski bill has been to provide consumers with the 
best possible protections from abusive lending without unduly and unnecessarily raising 
the cost of borrowing. 

Thus, we must try to keep in balance the costs to borrowers of licensing and 
registration requirements and the benefits that the borrower would receive from such 
requirements. 

While the current version of the bill contains provisions to establish uniform 
minimum standards for the licensing and registration of mortgage brokers, I recognize that 
some within the mortgage broker industry would like to see those standards applied more 
broadly to others in the loan origination business. 

I also recognize that others in the loan origination industry do not believe that these 
standards should be applied any more broadly. 

This is why we are here today - to flesh out and understand these positions as well 
as to hear from others outside of the industry regarding what type of federal regulation, if 
any, would be helpful. 

1 look forward to hearing from our witnesses and I want to thank all of you for 
taking time from your busy schedules to be with us today. 

I would now like want to recognize my Ranking Member, Mrs. Waters. 
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The Honorable Emanuel Cleaver. 11 
Subcommittee on Housing and Urban Development 
Hearing; Licensing and Registration in the Mortgage Industry 
Opening Statement 
September 29, 2005 


First, let me thank the Chairman and the Ranking Member for convening this hearing on 
the important subject of licensing and regulation in the mortgage industry. Today’s 
hearing is especially timely and relevant as our nation’s housing markets continue to 
grow. The number of homeowners in the United States has surpassed 70 million, and the 
U.S. homeownership rate has reached record levels. 

Homeownership is, no doubt, an important component of the American dream. As a 
nation, we should take steps to encourage homeownership and expand homeownership 
opportunities for underserved populations, such as minorities and the economically 
disadvantaged. But if we are to make a commitment to expanding homeownership and 
homeownership in general, we must ensure that American consumers have the tools they 
need to make well-informed choices regarding mortgages and lenders in an increasingly 
complex market. Mortgage brokers can play an important and useful role helping 
consumers navigate this market. 

That said, I am very concerned with the preponderance of predatory and abusive 
mortgages, especially to the economically vulnerable, minorities, and the elderly. It is 
estimated that predatory mortgage lending costs Americans more than S9. 1 billion each 
year. I am concerned that uneven regulation and oversight of mortgage brokers leave 
consumers vulnerable to unethical practices. 

Congress should explore ways to protect borrowers from wrongful broker activities and 
curb predatory lending practices. Providing for the national licensing and registration of 
mortgage brokers may be a viable first step towards these ends, but I remained concerned 
that we not pre-empt those states that have enacted strong state lending laws, and 
inadvertently weaken consumer protections. 

1 hope that today’s discussion will delve into these matters and look forward to the 
panel’s testimony. 
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Good morning, and thank you Mr. Chairman, for holding this hearing and inviting the 
Mortgage Bankers Association (MBA)’ to share its views on Title V of H.R. 1295, ‘The 
Responsible Lending Act of 2005.” My name is Teresa Bryce and I am Senior Vice 
President and Director of Legal and Corporate Affairs tor Nexstar Financial Corporation, 
a mid-size mortgage banking company located in St. Louis, MO. I am also Co-Chair of 
MBA’s State Licensing Task Force, formed last year to review the impact that the 
myriad of new state licensing laws are having on mortgage bankers. MBA is particularly 
interested in testifying today because state licensing laws have become an issue of 
growing concern among mortgage bankers as we work to be the efficient financial link 
between homebuyers and capital markets. 

Title V of H.R. 1295, “Requirements For Mortgage Brokers,” mandates that states pass 
uniform statutes for the licensing of mortgage brokers, creates Federal mortgage broker 
requirements for those states that do not pass compliant legislation, and establishes a 
national database of licensed mortgage brokers that would be accessible by state and 
federal regulators, real estate finance companies employing mortgage brokers, and the 
general public. 

MBA supports Title V because we believe it will elevate the standard of professionalism 
within the mortgage broker industry. Title V will also result in greater accountability 
among mortgage brokers while at the same time easing the compliance problems 
caused by different state laws for mortgage brokers who broker in multiple states. MBA 
would suggest some changes to Title V that would serve to strengthen the legislation. 

Before I outline MBA’s support for Title V and detail our suggested changes, I would like 
to give the subcommittee some background on the mortgage banking industry and 
MBA’s particular interest in mortgage banker and broker licensing laws. 

What Mortgage Bankers Do 

Mortgage bankers provide mortgages to homeowners and homebuyers. Mortgage 
bankers underwrite applicants and lend their own funds or funds they have borrowed in 
a mortgage transaction. From the moment a loan has closed, mortgage bankers 
assume the credit, interest rate, compliance, and fraud risk associated with the loan. 


The Mortgage Bankers Association (MBA) is the national association representing the real estate iinance 
industry, an industry that employs more than SOO.OOO people in virtually every community in the country. 
Headquartered in Washington, D.C., the association works to ensure the continued strength of the nation’s 
residential and commercial real estate markets; to expand homeownership and extend access to affordable 
housing to all Americans. MBA promotes fair and ethical lending practices and fosters professional 
excellence among real estate finance employees through a wide range of educational programs and a variety 
of publications. Its membership of over 2,900 companies includes all elements of real estate finance; mortgage 
companies, mortgage brokers, commercial banks, thrifts. Wall Street conduits, life insurance companies and 
others in the mortgage lending field. For additional information, visit MBA’s Web site: 
www.inortgagebankers.orE . 
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Mortgage bankers may then service and/or sell these closed loans to the secondary 
market. If a loan is sold, the mortgage banker typically transfers the future interest rate 
and credit risk to the investor, but maintains nearly all of the quality, compliance, and 
fraud risk. 

In the above manner, mortgage bankers are truly financial intermediaries that bring 
together providers of capital (investors) and those needing such funds (homebuyers) in 
all regions of the country. This function moves funds from capital-surplus areas to 
capital-deficient regions, and helps create jobs and economic growth throughout the 
nation. 

Mortgage bankers are organized in many forms; Federal- and state-chartered banks, 
thrifts, credit unions, and other depository institutions, as well as non-depository 
mortgage companies. Mortgage bankers also come in many different sizes, from small 
businesses to large multi-national corporations. Mortgage bankers use an array of 
methods in connecting consumers with capital; traditional branch offices, the U.S. mail, 
call centers, and the internet. 

Mortgage bankers face several levels of regulatory oversight depending on how they 
are organized. Federal- and state-chartered depository institutions are regulated by the 
appropriate Federal or state banking agency. In 49 states and the District of Columbia, 
non-depository mortgage companies are licensed and regulated by state regulatory 
agencies. Fannie Mae, Freddie Mac, and the Federal Housing Administration (FHA) 
approves and oversees any mortgage banker who wishes to work with them. 
Additionally, private investors and mortgage insurance companies conduct audits of the 
lenders with whom they work. 

Regardless of their internal structure, all mortgage bankers face economic regulation 
through the mortgages they keep in their portfolio and the mortgages they sell to 
investors. 

If a mortgage bank retains a mortgage in its portfolio, it is relying on the continued 
performance of that mortgage in order to realize a profit. In this case, the mortgage 
bank bears the full risk of the loan. 

Alternatively, if a mortgage bank sells a mortgage, the bank makes certain 
representations and warranties to the investor. If the investor discovers problems, such 
as non-compliance with applicable law or underwriting guideiines, or fraud, the investor 
can, and typically does, force the originating mortgage banker to repurchase the 
mortgage or enter into an indemnity agreement. Investors, such as the Government 
Sponsored Enterprises (GSEs) and private institutions, therefore, pay strict attention to 
the operations of the mortgage bankers from whom they purchase loans. 

In this manner, mortgage banking companies are corporately responsible for every loan 
originated by any of their employees, and this economic regulation by the marketplace 
extends far beyond the loan closing. 
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What Mortgage Brokers Do 

Mortgage brokers, on the other hand, do not fund, underwrite, or service mortgage 
loans. Mortgage brokers are commissioned sales people, independent of mortgage 
banking companies, who typically work with a number of mortgage bankers at any one 
time, matching homebuyers with lenders. 

Mortgage brokers do not have capital at risk in a transaction and their responsibility for 
a loan typically ends when a loan closes and they receive their payment. In most 
cases, mortgage brokers operate with considerably fewer assets than mortgage 
bankers. In those states where mortgage brokerage companies are licensed, minimum 
financial requirements on these firms tend to be significantly less than mortgage 
bankers. 

Lenders have little expectation of recovering losses from brokers and typical recourse is 
to simply no longer do future business with the broker. While this may prevent future 
losses, it does nothing to address the risks or costs that the existing portfolio of loans 
received from that broker imposes on the mortgage banker. 

There is no Federal oversight of mortgage brokers. Since mortgage brokers do not sell 
mortgages on the secondary market, there is little marketplace regulation. 

The Difference Between Mortoaoe Bankers and Mortoaoe Brokers 

While the entrepreneurial spirit of the mortgage banking industry has created the 
sophisticated and innovative real estate finance system that the U.S. enjoys today, a 
key difference between the mortgage broker, (which is the subject of Title Vs 
requirements), and the mortgage banker has remained the same despite the changes in 
the system. This key difference is that, at some point in the transaction, mortgage 
bankers, unlike mortgage brokers, have money at risk and must continually maintain a 
significant amount of financial wherewithal to back up the loans they sell. 

This is evident in the requirements that investors such as Fannie Mae and Freddie Mac 
place upon mortgage bankers who wish to sell loans to them. It is also evident in the 
state statutes that have been promulgated to regulate mortgage banking companies 
and mortgage brokers: typically, mortgage bankers are expected to attain and retain a 
much higher financial and professional profile. 

Another difference between mortgage bankers and mortgage brokers is the relationship 
to the consumer. Mortgage bankers typically offer their own financing products to 
consumers and do not present themselves as operating on behalf of the consumer. 
Mortgage brokers, on the other hand, present themselves as specifically acting in the 
interest of the consumer by shopping on behalf of the consumer for the best product 
that meets the consumer’s needs and financial circumstances. Mortgage broker 
commissions are fundamentally based on this service offer. 
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MBA is aware of case law that has found fiduciary relationships in many mortgage 
broker-client relationships, but that the mortgagor-mortgagee relationship does not 
create a fiduciary relationship, as a matter of law. In the unregulated or under-regulated 
mortgage brokerage business, it is prudent for regulators to step in and license those 
individuals who have a fiduciary relationship virith a consumer. 

This is exactly why MBA supports Title V. We believe Title V will elevate the standards 
within the mortgage brokering industry and lead to greater accountability. The National 
Association of Mortgage Brokers (NAMB) recognizes the need for licensure among their 
members and has created a model state statute that would result in all mortgage 
brokers being licensed. Many states have likewise identified the need to imbue greater 
professionalism and accountability within the mortgage brokering industry and have 
passed laws that require licensing of individuals working as mortgage brokers. 

The Current State Licensino Environment 


Despite the fact that today’s hearing is focused solely on mortgage broker licensing, I 
would like to take a moment and give the subcommittee an overview of the current 
licensing environment for mortgage bankers at the state level and the difficulties it is 
imposing on them. 1 believe there are lessons to be teamed from the state level 
experience as this subcommittee considers Title V. 

States have traditionally licensed mortgage banking companies as a means to monitor 
the mortgage lending industry in their state, prevent abusive lending, and protect 
consumers’ interests. Licensing also provides states with revenue, which is derived 
from the various fees charged to obtain and maintain a license, and is often used to 
fund oversight activities. Currently, 49 states and the District of Columbia require 
mortgage bankers (who do not enjoy a federal pre-emption) to be licensed before 
lending funds in their state. 

MBA supports state level corporate licensing of mortgage banking companies. We 
believe that states should be able to approve and monitor the companies that make 
loans to citizens within their state. And while we may, from time to time, take issue with 
a particular provision under a state’s corporate licensing regime, we do not believe a 
state should be limited from knowing which mortgage banking companies are lending 
within their boundaries. 

In conjunction with these licensing laws comes regulation by state executive agencies. 
This oversight takes many forms, but often includes annual reviews of financial 
statements, onsite reviews of operations, recertification of company principals, and 
requests tor responses to consumer complaints. 

In recent years, however, a growing number of states have added onerous 
requirements to existing mortgage banking company licensing. For instance, more and 
more states have begun to require mortgage banking companies to maintain an 
employee or branch physically in the state to take applications. This requirement may 
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unduly restrict lenders who centralize applications in a call center or utilize technologies 
such as the internet. Furthermore, this requirement is likely a violation of the Interstate 
Commerce clause of the United State Constitution. Some states inexplicably require a 
physical branch with an employee in the state but do not require that loan applications 
be taken from the state branch. Other states require separate licensing for mortgage 
brokering, even if a company already has a mortgage banking license. Still other states 
require separate licensing for different mortgage products. 

Particularly arduous, though, are the states that have moved beyond mortgage banking 
corporate licensing and now require the licensure of individual loan officers and support 
staff working within a licensed mortgage banking company. These state statutes ignore 
the accountability that mortgage banking companies have for their loan officers and 
employees due to the economic regulation of the marketplace and the periodic audits by 
the states themselves. These state statutes do not recognize the rigorous background 
checks, continuous training, and ongoing performance monitoring, that mortgage 
banking companies put their loan officers through due to the economic regulation to 
which mortgage banking companies are subject. 

These laws are being promulgated with an out-dated view of the mortgage origination 
process and do not recognize the various channels today’s sophisticated residential real 
estate finance system has available to it in transferring national and international capital 
to homebuyers anywhere in the country. Collectively, these state laws raise costs of 
mortgage originations and threaten to dampen competition and innovation of mortgage 
markets within states. 

Further exacerbating the collective impact of these various state laws is the lack of 
reciprocity provisions. This lack of reciprocity results in great redundancies. For 
instance, a state’s reasonable requirement that a mortgage banking company’s principal 
submit their fingerprints does not account for the fact that the same principal is 
submitting their fingerprints to a dozen or more other states and they all end up at the 
FBI. These same principals might be required to take 12 hours of continuing education 
annually in multiple states, without any state recognizing the education received 
elsewhere. As states require loan officer licensing, the lack of reciprocity means that 
loans officers would have to submit to multiple and redundant pre-licensure training, 
exams, background checks, and continuing education requirements. This is beginning 
to create an untenable situation for mortgage banking companies. 

The situation is made worse by the inadequate funding these state agencies receive to 
process licensing applications with increasing onerous requirements. Despite this 
under-funding, the mortgage banker is required to hire a person before they can be 
licensed and then have them on the payroll for lengthy periods before they can perform 
the job they were hired to do while, the state is slowly processing the individual’s 
licensing application. 
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It is important to note, that federally-chartered financial institutions that originate 
mortgages are considered exempt from all of these state laws and therefore do not 
share these problems. 

Simply put, MBA believes mortgage bankers are different than mortgage brokers and 
these differences underscore the need for mortgage bankers and mortgage brokers to 
be subject to different oversight regimes. Unfortunately, MBA does not see this 
difference being reflected in licensing laws affecting mortgage bankers being 
promulgated at the state level. 

Organizations such as the Conference of State Bank Supenrisors (CSBS) and the 
American Association of Residential Mortgage Regulators (AARMR) have recognized 
the problems imposed by the growing patchwork of state licensing laws and are trying to 
create solutions to lessen the burdens, such as creating a universal licensing 
application and a common database of licensees. MBA has been involved in these 
efforts and is very supportive. 

While we believe the efforts of CSBS and AARMR will have some beneficial results, we 
are concerned that their effort to streamline licensure and encourage uniformity will be 
ultimately stymied as they confront state laws that contradict each other, lack reciprocity 
and ultimately confound conformity. 

What Title V Will Do 

While states have a relatively long history of requiring licensure of mortgage banking 
companies, the same is not true for the mortgage brokerage industry. Mortgage 
brokers are not regulated at the Federal level and it is only recently that the majority of 
states begun to require licensure. This industry is in great need of licensure and Title V 
offers an opportunity to do this in a reasonable manner. Mortgage brokers regularly 
state in their literature that they are involved in nearly 70% of residential mortgage loans 
originated. 

The database created by Title V has the potential to be a great resource to regulators, 
mortgage bankers, and the public. Currently, no single database of mortgage brokers 
exists, and it is not necessarily easy to access the data in those states with mortgage 
broker licensing laws. With the rising tide of mortgage fraud against lenders, mortgage 
bankers have called for better tools that allow for sharing the names of “bad actors” who 
are defrauding homebuyers and lenders, without the fear of legal action that to date has 
accompanied such sharing of information. The database contemplated by Title V could 
go a long way in furthering such information sharing. 

Appraisers, who are licensed and regulated at the state level, have such a database 
managed by the Congressionally-appointed Appraisal Subcommittee. The database 
includes actions taken against appraisers and is accessible through the internet by the 
general public. 
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What Title VWill Not Do 


Unfortunately, though, Title V will do little to help mortgage bankers manage the 
thickening web of burdensome state licensing laws, particular those laws that do not 
recognize how the modem residential finance system operates and requires the 
licensure of individual loan officers. 

Under Title V, states must adhere to uniform standards of mortgage broker licensing 
laws, but are not prevented from continuing to pass iaws requiring the licensing of 
individual loan officers of mortgage banking companies. 

Therefore, the subset of the mortgage banking industry that is subject to these laws 
must continue to operate in an uneven competitive field that is increasingly uneven. 
Some mortgage banking companies may restructure under a Federal-charter so as to 
avoid such strict licensing regime, as the Federal banking agencies do not require 
licensure of individual loan officers. The mortgage banking entrepreneurial spirit will 
thus be somewhat constrained, not by the realities of the marketplace, but by the force 
of duplicative regulation. 

MBA supports the licensing provisions under Title V, as we believe they will elevate and 
standardize the mortgage brokerage licensing requirements. MBA encourages the 
committee to study possible federal initiatives that will assist mortgage bankers when 
dealing with state level corporate licensing laws. 

Improvements to Title V 

MBA is aware that some have criticized the exceptions to licensing contained within 
Title V, stating the exceptions provide too many loopholes where an individual could 
easily avoid licensure, despite the fact that their primary business is mortgage 
brokering. 

MBA suggests the subcommittee consider elaborating upon the exemption cited in 
Section 501 (b)(2)(F)(i) to make it clear that by “makes, services, buys, or sells 
mortgage loans;” the statute is clearly exempting those firms that fund the loan, a key 
distinction between mortgage banker and mortgage broker that I detailed earlier in my 
testimony. By clearly excluding mortgage banker, the statute will be clearly including all 
mortgage brokers. The subcommittee may wish to examine the exemption under 
Section 501(b){2)(F)(i)(iii)(V), to ensure that it does not establish such a low threshold 
as to allow a mortgage broker an easy way to avoid licensure. 

Creating statutes that appropriately license mortgage bankers and mortgage brokers 
can be. at times, a complex issue. MBA is grappling with this complexity with regard to 
state legislation and strives to be a source of information as to how states can 
effectively provide oversight, without constraining markets. 
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Likewise, we want to be a resource to this Subcommittee on Title V and are willing to 
work collectively, with all interests in the real estate finance system, to create oversight 
mechanisms that elevate accountability, but not at the expense of efficient markets nor 
accompanied by the price tag of greater complexity. 

MBA appreciates the opportunity to testify today. We look fonward to working with this 
Subcommittee in creating a strong mortgage broker licensing requirement. 
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Joseph L. Falk, Government Affairs Committee Chair 
National Association of Mortgage Brokers 
on 

"Licensing and Registration in the Mortgage Industry" 
before the 

Subcommittee on Housing and Community Opportunity 

Committee on Financial Services 
U.S. House of Representatives 
Thursday, September 29, 2005 


Good morning Chairman Ney and members of the subcommittee, I am Joseph L. Falk, 
Government Affairs Committee Chair and a past president of the National Association of 
Mortgage Brokers (NAMB). Thank you for inviting NAMB to testify on issues relating 
to licensing and registration in the mortgage industry. NAMB is here today to discuss the 
need for national, minimum licensing and education standards for all mortgage 
originators, and the creation of a national database of mortgage originators. We 
appreciate the opportunity to address the role of the residential mortgage community and 
specifically, mortgage brokers, in protecting consumers, reducing the incidence of 
abusive lending, and elevating the level of professionalism throughout the mortgage 
origination industry. 

NAMB is the only national trade association exclusively devoted to representing the 
mortgage brokerage industry. As the voice of the mortgage brokers, NAMB speaks on 
behalf of more than 27,000 members in all 50 states and the District of Columbia. 

NAMB offers educational courses and certification programs to mortgage professionals 
to maintain their expertise. By adhering to a strict code of ethics and best lending 


1 


51 


practices, NAMB members guide consumers through the mortgage loan origination 
process. 

We are here today to discuss the need for, and impact of, national, minimum licensing 
and education standards and a national database of mortgage originators to assist in 
combating abusive lending. Before discussing these important topics, NAMB wants to 
applaud this subcommittee for its leadership in addressing the issues relative to licensure 
and/or registration of mortgage originators. In particular, we commend the bipartisan 
effort of Representatives Ney and Kanjorski in introducing the Responsible Lending Act 
of 2005 (H.R. 1295) (“Act”). NAMB believes that the Act is a critical step in the right 
direction. We look forward to working closely with this subcommittee in further refining 
this bill so that it appropriately addresses the multitude of issues surrounding licensure 
and education of all mortgage originators, and includes a national database that serves as 
an effective tool for consumers, regulators, and industry professionals alike. 

America enjoys an all-time record rate of homeownership today. Mortgage brokers have 
contributed to this achievement as we work with a large array of homebuyers and capital 
sources to originate the majority of residential loans in the United States. NAMB is 
committed to working with the House Financial Services Committee to ensure that 
abusive lending practices do not destroy the dream or the many benefits of 
homeownership for American families. 

National, Minimum Licensing and Education Standards 

NAMB supports efforts to expose and combat abusive lending tactics provided that these 
efforts do not inadvertently diminish consiuner access to affordable credit or inhibit the 
ability of mortgage finance professionals to work closely with consumers throughout the 
homebuying and ownership process. There are many facets in the Act designed to 
combat abusive lending; our testimony today will focus only on Title V, NAMB believes 
that part of the solution to successfully combat abusive lending is to require licensing and 
education of all mortgage originators - not just mortgage brokers - as consumers should 
be protected regardless of which distribution channel they use. 

The abusive lending acts of mortgage loan originators can be divided into two categories: 
intentional acts against a borrower and unintentional acts that have similar results. 

Unintentional Acts 

Unintentional acts include those mistakes made by a mortgage originator that result fi-om 
lack of knowledge about a loan product, the mortgage process or relevant laws and 
regulations. These are mistakes that any mortgage originator can make, even those 
employed by banks and other non-depository entities. The best solution to unintentional 
mistakes on the part of mortgage originators is a national, minimum requirement of pre- 
licensure education and continuing education. Continuing education requirements should 
include studies on State laws, federal statutes, and ethics. Course material to include 
standards on ethics may help fill in the gap between the legal written requirements of any 
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abusive lending legislation and the intent of such legislation. The Act incorporates these 
key features into its licensing provisions. NAME appreciates the inclusion of pre- 
licensure and continuing education requirements, as well as written examinations, into 
the Act’s proposed licensing scheme. For the Act to serve its purpose, however. Title V 
should be applicable to all mortgage originators. 

Intentional Acts 

Intentional acts are certainly the most grievous acts committed by mortgage originators 
against consumers. An example of an intentional act is a mortgage originator using 
personal financial information provided by the consumer during the mortgage loan 
process illegally— in other words, using such information to commit identity theft. This 
Act incorporates many requirements to create red-flags to consumers and impose 
additional requirements for certain types of loans. Criminal background checks similarly 
operate as a red-flag mechanism, providing to consumers and regulators relevant and 
critical information about mortgage originators. NAME appreciates the incorporation of 
criminal background checks into the Act’s proposed licensing scheme, but again for the 
Act to serve its purpose. Title V should require background checks of all mortgage 
originators to bar employment when financial malfeasance is discovered. 

All Mortgage Originators, Not Just Mortgage Brokers 

To address the mistakes and consequences that arise from both intentional and 
unintentional acts, all mortgage originators must receive education, ethics training, and 
submit to a criminal background check. These three precepts form the foundation upon 
which adequate and effective consumer protection measures against abusive lending can 
be built. The Act’s proposed licensing scheme falls short of protecting consumers and 
elevating the expertise of the industry because it fails to make the provisions applicable to 
all mortgage originators. Any individual that signs a 1003 form' should be subject to 
these national, minimum licensing and education standards, regardless of whether such 
person is employed by a mortgage broker, a mortgage banker, an internet mortgage 
originator, a consumer finance company, a mortgage lender, an entity with no net worth, 
or an entity with significant financial assets. It also should not matter if there is a parent 
corporation, a subsidiary corporation, a domestic company, an international owner, or 
any variation of the foregoing. Creating a national, minimum standard means that it 
applies equally and fairly to all distribution chaimels in the mortgage industry; that one 
channel is not treated differently than another; that no competitor is better or worse, no 
bigger or smaller; and that size and financial worth is not an accurate indicator of either 
honesty or integrity. There should be no channel bias that leads consumers to believe that 
one competitor is ‘better’ or ‘worse’ than another. 

Model State Statute Initiative 

The basic requirements of education, continuing education, ethics training, written 
exams, and using criminal background checks to bar employment can be found in 

' A Form 1003 is a Uniform Residential Loan Application. 
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NAMB’s ongoing work and commitment on the Model State Statute Initiative (MSSI) 
that NAME began in 2002. The MSSI has long focused on licensure, pre-licensure 
education and continuing education requirements, as well as criminal background checks, 
to protect consumers and to ensure mortgage originators attain a minimum level of 
expertise on a state-by-state level.^ NAME has consistently believed that these 
requirements should be applicable to all mortgage originators to help reduce the 
incidence of abusive lending practices and improve the overall expertise of the industry. 

NAMB implores Congress to embrace the concepts contained in the MSSI and create a 
national, minimum standard that will ensiure every single mortgage originator, regardless 
of employer, is licensed and properly educated — no exceptions. Federal legislation that 
affords all residents equal protection throughout the mortgage loan application process is 
necessary. A federally-mandated floor for licensing and education standards that applies 
to all mortgage originators, but which empowers states to strengthen, implement and 
enforce such provisions for its residents, is the best means available to ensure that all 
consumers, regardless of location, receive appropriate guidance and sufficient protection 
throughout the mortgage loan application process. 

We commend the direction that Title V of the Act is moving, nevertheless, the potential 
for fraud remains rampant when any licensing scheme fails to ensure that every person 
engaged in the licensed activity is held to the same standard of education and ethical 
conduct. Consumers must be secure in the fact that mortgage originators are subject to 
the same or similar standards and held to the same degree of professionalism. The need 
for this fair-handed and level standard of professionalism throughout the industry is even 
greater given the current environment of identity theft and fraud. 

Education, Criminal Background Checks and Identity Theft 

Pre-licensure education and continuing education requirements are effective measures in 
protecting consumers throughout the mortgage origination process. To ensure the 
existence of a minimal level of expertise, all mortgage originators should receive pre- 
licensure educatiorr Mortgage originators should not only understand the features of the 
loan products they sell, but also have sufficient knowledge of the laws and regulations 
that govern the loan origination industry. To maintain this competency and enhance the 
expertise of the industry, all mortgage originators should be required to comply with 
continuing education requirements. The mortgage industry is not static and has changed 
dramatically over the years. In the past five years alone, the number of loan products 
available to consumers has ballooned — we no longer live in a world of only a 30-year 
fixed or 5/1 adjustable rate mortgage (“ARM”). Today, loan products range from a 40- 
year fixed to interest-only and 4-pay option loans. It is imperative that mortgage 
originators possess up-to-date knowledge about both loan products and relevant laws as 
the industry evolves. 

^ Through MSSI, NAMB sought to have individual state statutes enacted that would require pre-licensure 
education and mandate continuing education requirements for all residential loan originators. This model 
state statute would serve as a prototype for state regulators and legislatures whose states do not have such 
statutes or whose states need to improve their statutes to protect and better serve the community. A copy of 
the MSSI model state statute is attached hereto as Appendix A. 
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While pre-licensure and continuing education requirements further ensure that a 
consumer works with a knowledgeable originator, the consumer also deserves to know he 
or she is not working with an individual who has been convicted of a financial crime, 
such as fi'aud. If an originator has been convicted of a financial crime, he or she should 
not be dealing with consumers and taking mortgage applications. A valuable tool for 
protecting consumers fi'om such intentional bad acts of mortgage originators is the 
criminal background check. Criminal background checks create a barrier to entry into the 
mortgage origination system by those convicted of financial and other crimes. Criminal 
background checks conducted periodically throughout employment also ensure that an 
originator who has unfettered access to sensitive financial information of consumers 
continues to be licensed, educated and ethical. 

Identity theft and the security of sensitive customer information, including all personal 
financial information, are at the forefi'ont of Congressional concern and efforts. Many 
members have called for national legislation that would implement tighter controls 
regarding the use of consumer data as well as measures to prevent these types of security 
breaches. It is clear that Congress wants all business entities, both large and small, to 
ensure that their customers’ personal information is secure fi-om security breaches. 
Protecting consumers fi-om data security breaches but failing to mandate criminal 
background checks of those individuals to whom consumers directly give their personal 
data for consummation of a mortgage transaction creates a vast hole in any identity theft 
protection measure. 

NAMB supports provisions in Title V calling for criminal background checks; however, 
the provision as written is applicable only to mortgage brokers. A fundamental flaw 
would exist in consumer protection efforts if Congress were to require criminal 
background checks for mortgage brokers, but not for others in the mortgage origination 
system. Pursuant to Title V of the Act, those deemed unfit for a state mortgage broker 
license because of financial improprieties found in their criminal background check could 
easily move to another mortgage originators’ operation. 

Bifurcating the loan origination world into those mortgage originators that must have 
criminal background checks and those that do not creates the very opportunity upon 
which identity thieves thrive. Requiring a mortgage originator to submit to a criminal 
background check is a key component which is vital to consumer protection in any 
licensing construct. As such, any individual who signs a 1003 form should have to submit 
to a criminal background check. 

We are cognizant that there are differing thoughts as to what requirements should 
comprise the national, minimum licensing standards and who should be subject to such 
requirements. NAMB, however, stands firm in its conviction that for any licensing 
requirement to be effective, serve its objectives appropriately and curtail abusive lending 
practices, it must apply equally and fairly to anyone that signs a 1003 application for a 
residential mortgage loan. We are concerned that exceptions to such consumer protection 
measures will increase consumer confusion and vulnerability to fraud. 
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Nevertheless, NAMB recognizes the oversight of federally-regulated depository 
institutions by their respective federal regulators. The provisions in Title V of this Act 
would exempt these federally-regulated depository institutions from the purview of its 
licensing and education requirements. NAMB understands the complexities of functional 
regulations imder which the depository institutions operate. NAMB supports the Act’s 
exemption from licensing and education requirements promulgated by the states provided 
that mortgage loan originators employed (i.e., W-2 employees) by federally-regulated 
depository institutions have substantially similar education, licensing and other 
requirements as their state-licensed counterparts. 

Nationwide Database of Mortgage Originators 

In addition to national, minimum licensing standards for all mortgage originators, another 
useful device for combating abusive lending is a national database of all mortgage 
originators. Such a system could help track unintentional and intentional behavior of 
those mortgage originators who should not be in the profession because of a weak 
mortgage educational background or because they are unscrupulous actors. 

NAMB supports a national database of all mortgage originators provided the following 
key concepts are incotporated: (1) all mortgage loan originators should be listed; (2) any 
substantiated claim must be fully adjudicated by the proper governmental entity; (3) any 
database must assign all mortgage originators a permanent portable identification 
number; (4) data in the database must be populated with data pulled either from state 
created and maintained databases or potentially from data collected by the federal 
regulators; (5) the oversight and operations of the entity operating the database must be 
unbiased and not profit related; (6) the costs of the operations must be absorbed by the 
government; and (7) the database must be kept compliant with national privacy laws. 

All mortgage originators should be included in the national database system with no 
exceptions - depository, non-depository and mortgage brokers. A database of only state- 
licensed mortgage brokers would not prevent an unscrupulous actor ejected from one 
state’s licensing structure from freely moving to another state to continue their 
unscrupulous behavior. In addition, those ejected from the mortgage industry by a state- 
licensing regulator should not be able to re-enter into the mortgage origination system 
through employment by either depository or non-depository lenders. A nationwide 
database applicable to all mortgage originators would serve as a deterrent for bad 
behavior, whether intentional or unintentional. 

Some may argue that only brokers should be subject to a database, along with national, 
minimum licensing standards, however, including one subset of mortgage originators 
does nothing more than confuse and mislead the consumer. The framework for debate 
here is not one of regulation, but rather one of consumer ability to make a well-informed 
decision. Consumers should be able to access and evaluate information about any 
mortgage originator — ^be it a mortgage broker or a loan officer operating for a large 
mortgage finance company— so as to make an informed decision about which one they 
will work with during the mortgage application process. NAMB believes that for any 
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national database of licensed individuals to be useful it should apply to every single 
individual engaging in the regulated activity. 

A national database must also establish a framework to facilitate regulation within the 
mortgage industry; provide useful information on the licensing and regulatory status of 
mortgage originators that would aid consumers in their selection of a mortgage 
originator; and could include verified employment status. For example, information 
submitted to the national database would be of the type that would typically be used by a 
consumer when choosing a mortgage originator with whom he or she would conduct 
business, such as: adjudicated claims, license status, and license history. 

Lastly, NAME believes that a viable national database would maintain an appropriate 
equilibrium between the costs imposed and the benefits yielded from such a repository of 
information. Of course, the operations of such a national database would require 
oversight and control. This brings us to the last issue we would like to address — ^the need 
for a Consensus Committee. 

Consensus Committee 

NAME supports the concept of a Consensus Committee that would be charged with a 
variety of tasks, including overseeing the national database and making proposed policy 
recommendations to the Secretary of Housing and Urban Development on housing issues 
such as the Real Estate Settlement Procedures Act of 1974. 

We believe a Consensus Committee would be beneficial to the mortgage industry in 
numerous ways. It would administer the national database system with appropriate 
consumer and industry efficiencies. It would also provide a mechanism for the industry 
to jointly request appropriate standards of conduct for those participating in the mortgage 
industry, as well as new products that may be useful and beneficial to the market but 
which need clear government compliance guidance. A Consensus Committee could also 
act as a resource to various federal and state agencies and provide consultation on various 
industry concerns. 

Conclusion 

Any legislation to curb abusive lending practices should create a national, minimum 
licensing and education standard and a national database for all mortgage originators, 
regardless of the distribution channel — broker, banker, lender — chosen by consumers. 
Such legislation should also simultaneously encourage growth in homeownership by 
ensuring continued credit availability, competition and choice for consumers. We 
appreciate the opportunity to offer our views and look forward to working with this 
committee to address these important issues. 
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NaUoiial Assodation of Mortgage Brokers 


Model State Statute Initiative 

Licensing, Pre-licensure Education and 
Continuing Education Requirements 
for All Originators 


NAME proposes a state statute initiative to protect consumers 
and ensure originator competency. 


June 2002 

Amended January 2005 


The National Association of Mortgage Brokers (NAMB) is the national trade association 
representing the mortgage broker industry. With 49 state affiliates and more than 27,000 
members, NAMB promotes the industry through programs and services such as education, 
professional certification and government affairs representation. NAMB members subscribe to a 
code of ethics and best lending practices that foster integrity, professionalism and confidentiality. 

Copyright 2005, NAMB. 

National Association of Mortgage Brokers, 8201 Greensboro Drive, Suite 300 
McLean, VA 22102 (703) 610-9009 www.namb.org 
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We would also like to acknowledge and thank the NAME Board of Directors and Delegate 
Council who have endorsed this proposal for protecting mortgage consumers. 


' As of June 2002 
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NaOonal Associatian of Mortgage Brokers 


June 2002 

Dear Mortgage Professional: 

Buying or financing a home is one of the largest, most complicated and vitally inqsortant decisions facing consumers 
in ie United States. Therefore, residential mortgage loan originators who work directly widi the public should be 
educated, honest and professional. 

The National Association of Mortgage Brokers is proud to announce a con^rehensive initiative to bettCT serve and 
protect the public throu^ increased licensure, training and education of all residential mortgage originators. The 
NAME Model State Statute Initiative is based on NAMB’s firm belief that part of the solution to consumer abuse 
and predatory lending is mandatory licensing and education of all residential loan originators. 

NAMB is taking a proactive stance on consumer protection . This model statute serves as a nKjdel for state regulators 
and legislators whose states do not have such statutes or whose states need to in^rove their statutes to protect and 
serve the general public. 

The concept has four basic tenets: 

a) It should apply to all residential mortgage loan originators 

b) There should be a state licensing requirement 

c) Ihere should be a pre-licensure education requiren^nt 

d) There should be a continuing education requirement to maintain competency 

Our 44 state affiliates, which conprise NAMB, support this initiative and recommend that specific concepts for 
licensure and education be considered based on each state's current statute(s). NAMB recognizes that some states 
have aggressively monitored the industry through licensure and others have made education mandatory; whereas 
other states have determined different levels of oversight to regulate the mortgage industry. 

While each state is different, NAMB believes that this initiative will serve to he^ reduce the incidence of predatory 
lending and inprovc the overall conpetency of the industry in every state. NAMB urges each state to adopt these 
concepts in the best interest of the public. NAMB is committed to see this matter through to fruition and will 
monitor the progress of this initiative in each state. 

Our state affiliates will now lead the charge to protect consumers through enhanced licensing, pre-licensure and 
continuing education proposals to their respective state legislatures and mortgage regulators. 

Thank you for your support of this proposal for State Licensure, Pre-licensure Education and Continuing Education 
for all originators. 

Sincerely, 


Joseph L. Falk. CMC, CRMS 
President 
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National Association ^ Mortgage Brokers 


NAME Model State Statute Initiative 


Goal: To better serve and protect the public, the residential mortgage loan industry will endeavor to 
license, train and educate all residential mortgage originators. NAMB firmly believes that part of the 
solution to consumer abuse and predatory lending is mandatory licensing and education of all residential 
loan originators. 

Concept: Buying or financing a home is one of the largest, most complicated and vitally important 
decisions facing consumers in the United States. Residential mortgage loan originators who work directly 
with the public should be educated, honest, and professional. 

Overview: NAMB is taking a proactive stance on consumer protection. NAMB seeks to have individual 
state statutes enacted that require pre-licensure education and mandate continuing education requirements 
for all residential loan originators. This model statute would serve as a model for state regulators and 
legislators whose states do not have such statutes or whose states need to improve their statutes to protect 
and serve the general public. 

The concept has several basic tenets: 

a) It should apply to all residential mortgage loan originators 

b) There should be a state licensing requirement 

c) There should be a pre-licensure education requirement 

d) There should be a continuing educations requirement to maintain competency 

NAMB believes that such an initiative will serve to help reduce the incidence of predatory lending and 
improve the overall competency of the industry. NAMB urges each state to adopt these concepts in the 
best interest of the public. NAMB is committed to see this matter through fruition and will monitor the 
progress of this initiative in each state. 

All residential mortgage loan originators should have formal training and should be tested on their 
knowledge of matters including financial analysis, ethics, federal and state disclosures, real estate law, 
and mathematical computations germane to real estate and mortgage lending prior to contact with the 
public. Residential Mortgage Loan Originators should be well qualified before they work with 
homeowners on mortgaging or financing their most valuable asset. 

For this reason, NAMB recommends and supports a standardization of education and experience for 
every person who holds themselves out to the public to be a Residential Mortgage Loan Originator. 
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Licensing Overview 

We believe that each state should enact a licensing requirement for all residential mortgage loan 
originators. The requirements for licensure should encompass all residential mortgage loan originators 
and all owners or responsible individuals of residential mortgage loan entities.* 

Residential Mortgage Loan Oflicer Shall be defined as any individual who, for compensation or gain, 
takes or receives a mortgage application, assembles information, and prepares paperwork, and 
documentation necessary for obtaining a residential mortgage loan, or arranges for a conditional mortgage 
loan commitment between a borrower and a lender, or arranges for a residential loan commitment from a 
lender. Residential Mortgage Loan Officers also include an employee who solicits financial and 
mortgage information from the public for sale to another residential mortgage broker. 

Principal Mortgage Owners/ Responsible Individual Defined as the owner, or managing general partner, 
or responsible individual, or any Officer, or stock holder, who holds themselves out to be the party 
accountable for residential mortgage loan originations or branch mortgage operations, with in the slate, and/or 
the person in direct management of residential mortgage loan origination. 

Exempt Any individuals who do not deal (i.e. negotiate interest rates, loan programs, offer loan locks, 
loan commitments) directly with borrowers. This includes persons who complete incidental services in 
arranging or procuring a mortgage loan, including administrative staff wherein their primary fimction is 
the verification of data provided by the borrower, assembly of documents and coordination of third party 
services such as ordering an appraisal, title report or credit reports. 

Anyone who deals directly with a consumer and reviews, analyzes, evaluates a proposed borrowers 
financial statements, income, property characteristics and credit history should obtain a license. 

Licensing Requirements 

To obtain a state license to become a residential mortgage loan originator, the following concepts should 
be adopted: 

1 . A written application for licensure must be required. The application should require an attestation by 
the applicant as to the applicant’s experience and knowledge of the mortgage industry. 

2. The applicant should submit to a background investigation of, at a minimum, criminal records, and 
employment history. 

• No individual should be licensed who has had a license, or the equivalent, to practice any 
profession or occupation revoked, suspended or otherwise who has acted beyond legal limits. 

• No person should be licensed who has been convicted of acts against society that could be 
deemed ‘moral turpitude’. Such acts where licenses should be denied must include duties owed 
by licensees to the public including acts contraiy to justice and the doctrine of “fair dealing”, 
honesty, principle or good business morals. This includes, but is not limited to theft, extortion, 
use of the mail to obtain property under false pretenses, tax evasion and the sale of, or the intent 
to sell controlled substances. 

• The licensee should provide evidence that they have managed their business and personal 
financial affairs with care and diligence. 



63 


3. A first time Residential Mortgage Loan Officer Licensee Applicant shall provide a certificate of 
satisfactory completion of a course of study, as defined by the state, consisting of the subjects listed 
below. 

4. A Principal Mortgage Lending Entity/Owner/Responsible party Licensee Applicant shall provide a 
certificate of satisfactory completion of a course of study, as defined by the state, consisting of course 
work from the subjects listed below.' 

5. A Licensee Applicant shall pass an examination of the applicant’s knowledge after items l-4above 
have been completed. 

6. Licenses shall be valid for a two-year period. Upon expiration of the two-year period, the licensee 
should submit an application for renewal to the appropriate licensing authority. The renewal 
application should, at a minimum, include evidence of completion of continuing education courses, as 
described below. 

7. The licensing authority should have the authority to request additional information from the Licensee 
Applicant to support statements made on the application or dispute matters discovered through 
investigation. 

8. All initial applicants shall submit a finger print card, which shall be forwarded to the local 
Department of Public Safety and/or FBI for a records check. 

9. The Licensee Applicant shall pay sufficient fees to pay for Licensing Authorities’ costs of processing 
the license application and investigations. 

10. Upon receipt of a Residential Mortgage Loan Offieers license, the licensee shall immediately deliver 
the license to his/her employing broker. Upon termination of employment of a Residential Mortgage 
Loan Officer, the license shall be transferred to a new employing broker and the regulating authority 
should be notified. If the Residential Mortgage Loan Officer does not have a new employing broker, 
the license shall be returned to the Licensing Authority with an explanation or fte reasons for 
termination. 

1 1 . The appropriate state regulatory authorities should maintain state licensing or registration records. 

Grandfathered Persons 


Every Residential Mortgage Loan Officer, currently registered, licensed or otherwise employed in the 
mortgage industry immediately preceding enactment of this initiative shall be permitted to continue 
employment as a Residential Mortgage Loan Officer. Each current originator shall be required to meet all 
of the necessary elements of licensure at the next renewal period specified by state law. 

Unless provided for in state law, every Principal Residential Mortgage Lending Entity or Owner, 
currently licensed immediately preceding enactment of this initiative shall be permitted to maintain their 
license and position. Each current Principal Residential Mortgage Lending Entity/Owner shall be required 
to meet all of the necessary elements of licensure at the next renewal period specified in the state law. 


Based upon the experience of many mortgage brokers, the educational requirement should be greater than that 
required of Residential Loan Officers. 
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Pre-Licensing Education 

All persons making an initial application for licensing must: 

a) Attend educational courses, determined by the state, when applying for a Residential Loan Officer 
license; 

b) Attend educational courses, determined by the state, when applying for a Principal Mortage Owner 
license; 

c) Pass a test of core competencies; 

d) Receive a certificate of completion from the school or organization that provided courses. 

Each Slate or Licensing Authority should, with the assistance of the local mortgage professionals, 
establish review and approve curriculum sufficient to establish a baseline of knowledge for licensees. 

Recommended Course Curriculum Pre-licensure course curriculum may include: 

a. Federal Lending Laws; 

b. Ethics, Diversity and Sensitivity; 

c. Practices of Residential Lending. 

d. Real Estate and Mortgage Mathematics; 

e. Escrow Procedures, Title Insurance and Loan Settlement; 

f. Appraisals and Land Survey; 

g. Loan Processing and Loan Underwriting Process; 

h. Secondary Mortgage Market; 

i. Loan Default and Foreclosure Law; 

j. State Statutes and Rules. 


Continuing Education Reouirements 

Every residential mortgage originator, whether a Residential Loan Officer or Principal Mortgage Owner, 
shall, upon renewal of an existing license, submit proof of satisfactory completion of a course of study. 

Subjects may include: 

a) Federal and State Lending Law; 

b) Local Rules and Regulations; 

c) Ethics and Professional Standards; 

d) General Real Estate or General Financial Studies; 

e) Product Update; 

f) Personal Development; 

g) Diversity Training. 

Continuing education courses may be offered through classroom instruction, electronic transmission, or 
distance learning. Qualifying hours may be obtained by attendance at a locally chartered real estate or 
mortgage business school, accredited college, university or community college, or vocational school or 
other institution approved by the state licensing agency. 

The licensee should receive a completion certificate that such hours have been successfully completed. 
Licensees shall submit the appropriate completion ccrtificate(s) with the license renewal form. 
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Conclusion 

It is the intent of this initiative to engage measures to reduce the incidence of predatory lending and to 
raise the standards for those persons who interact with the public in the area of home financing. Every 
Residential Loan Originator should be licensed, re^nsible and accountable for his or her actions when 
working with the public. We at NAMB believe that establishing minimum educational requirements as 
well as requiring continuing education will substantially increase each Residential Loan Originator’s 
awareness of their responsibility and duty to give consumers fair and honest service. It may be desirable 
for each state to consider establishing a mortgage oversight board to assist the commissioner with up-to- 
date material for pre-Ucensing and continuing educational courses. 


♦This initiative contemplates using the words ‘license’ and ‘registration’ interchangeably. We leave to 
the States to determine if this process includes an individual license, permit or an aggregated corporate 
registration methodology, so long as both aspects of educational requirements are maintained and 
criminal background investigations and prohibitions are maintained. If a corporate registration of all 
originators is contemplated, it should require ‘employee’ status and a bonding requirement should be 
considered. It is underetood that if such a corporate methodology is utilized, paragraph 10 under 
Licensing Requirements is not applicable. 
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Recommended Course Curriculum 


Pre-licensure course curriculum may include: 

I. Federal Lesdiog Laws. Licensees should develop competencies in matters of federal mortgage 
statutes, which may include: 

a) Regulation Z, Truth in Lending Act; 

b) Real Estate Settlement Procedures Act (RESPA); 

c) Regulation B, the Equal Credit Opportunity Act; 

d) Regulation C, the Home Mortgage Disclosure Act; 

e) National Flood Insurance Act; 

f) Fair Credit Reporting Act; 

g) Federal Trade Commission rules concerning advertising for credit; 

h) Servicing Transfer Act; 

i) Privacy Act; 

j) Consumer Protection Act; 

k) Community Reinvestment Act. 

n. Ethics, Diversity and Sensitivity. Licensees should be able to discuss the canons of: 

a) Fair Housing Act; 

b) Emerging Markets; 

c) Redlining and Block-busting; 

d) Ethical practices of mortgage lending. 

in. Practices of Residential Lending. Licensees shall develop competencies in the subjects of: 

a) Evolution of Residential Lending in the United States 

b) The role of Government Sponsored Enterprises (GSE’s) 

c) Federal National Mortgage Association 

d) Government National Mortgage Association 

e) Federal Home Loan Mortgage Corporation 

f) Federal Housing Administration 

g) Veteran’s Administration 

h) Farmers Home Administration 

i) Private Mortgage Insurance Industry Principles of Mortgage Lending, including but not limited to: 

j) Assisting consumers in selection of loan programs including adjustable rate loans; 

k) Evaluating the relationship between discount points and interest rates; 

l) Describing the costs of originating a mortgage loan; 

m) Preparing and discussing the required state and federal disclosures widi a consumer; 

n) Interpreting and discussing loan contingencies and covenants with the consumer; 

o) Explaining the loan commitment issued by a lender; 

p) Reading and understanding a real estate contract as it relates to financing of real property; 

q) Identifying methods of holding title to real estate and discuss options with the consumer; 

r) Describing the advantages of primary and subordinated financing options; 

s) Explaining and preparing a Good Faith Estimate of costs for a consumer. 
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IV. Real Estate and Mortgage Mathematics. Licensees should develop competencies in basic 
mathematics. 

The licensee should have the basic skills to: 

a) Calculate gross and net loan amounts to satisfy a consumers loan request; 

b) manually prepare a Good Faith Estimate of costs and Truth in Lending statement; 

c) calculate and analyze ratios of mortgage payment-to-income; 

d) calculate the ratio of total obligations-to-income to determine loan acceptability; 

e) analyze income tax returns for self-employed borrowers to confirm sufficient income; 

f) calculate loan to value ratios; 

g) calculate origination fees, yield spread premiums and discount points; 

h) calculate prorations for real estate taxes and insurance amounts for the reserve account; 

i) calculate rate changes on adjustable rate mortgages; 

j) convert hourly and weekly salaries to monthly income to compute ratios; 

k) determine that the consumer has sufficient funds for closing; 

l) calculate monthly principal and interest payments and the amortization of a loan; 

m) calculate per diem interest amounts; 

n) manually calculate the Annual Percentage Rate 

o) describe the theoiy of Time Value of Money and the impact on the financing contract. 

V. Escrow Procedure, Title Insurance and Loan Settlement. Licensees should develop competencies 
in matters of closing forms and the closing process. The licensee should be able to explain the documents 
and process so that the borrower fully understands what is taking place. 

The documents to be explained include, but are not limited to: 

a) the mortgage note and its provisions for default, the lenders rights and the borrowers rights; 

b) the security agreement, (mortgage or deed of trust), including each of the covenants and conditions; 

c) the HUD-1 closing statement and its relationship to the Good Faith Estimate of Costs; 

d) the Good Faith Estimate of costs and final Truth in Lending statement; 

e) the consumers right of rescission. 

f) the purpose and cost of lenders title insurance; 

g) the purpose and cost of owners title insurance; 

h) title examination; 

i) title abstract; 

j) lien theory; 

k) Schedule “B” exceptions to title insurance 


VI. Appraisals and Land Survey. The licensee should be able to describe: 

The three methods of valuation, including: 

• cost approach; 

• market approach; 

• income Approach; 

a) the theory of economic obsolescence; 

b) the theory of functional obsolescence; 

c) the theory of depreciation; 

d) the theory of depletion; 
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e) the Rectangular Survey System; 

f) the method of legal identification of real property in their state; 

g) calculate the number of acres in a given area; 

h) calculate the number of square feet in a given area. 

The licensee should be able to understand and communicate with the borrower the purpose and process of 
the appraisal, the survey, title insurance, restrictive covenants, deed restrictions, and encroachments and 
pest inspections. 

VII. Loan Processing and Loan Underwriting Process. Licensees should study the subjects of loan 
processing and underwriting. After study in this section, the licensee should be able to: 

a) prepare, explain, and execute a business agreement with the consumer; 

b) demonstrate the ability to understand and explain an FNMA 1003 mortgage application; 

c) explain requirements for determining if the property, income and credit of borrower fit the loan 
offerings available through the licensee. 

The licensee should have the knowledge to collect the necessary exhibits anticipated for: 

a) underwriting contingencies; 

b) understanding the procedures and requirements for issuing adverse action notices; 

c) assembling for submission an entire loan package for underwriting. 

d) evaluation of an appraisers conclusions. 

The licensee should also have a basic knowledge of: 

a) negotiating a rate lock; 

b) investigation and confirmation of application data; 

c) arranging for a property inspection; 

d) evaluating and reviewing a title insurance policy, 

e) owner’s versus mortgagee’s title insurance policies; 

f) the function and operation of private mortgage insurance and knowing when it is required; 

g) when private mortgage insurance can be canceled; 

h) the meaning of the terms novation, assumption, and “subject to the mortgage’’; 

i) release of liability. 

The licensee should be able to demonstrate an understanding of the basics concepts of: 

a) fixed versus variable rate mortgage loans; 

b) negative and positive amortization principles; 

c) graduated payment mortgages; 

d) reverse mortgages; 

e) shared appreciation mortgages; 

f) bi-weekly mortgages; 

g) temporary and permanent interest rate “buy-downs”; 

h) the concept of a wraparound mortgage. 
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VTTT. Secondary Mortgage Market. Licensees should study the process of the secondary market. The 
licensee should be able to describe: 

a) how interest rate markets are established; 

b) interest rate risks; 

c) the theory of “yield spread premiums”; 

d) the theory and process by which loans are sold; 

e) the theory and purpose of a loan purchase commitment; 

f) FNMA and FHLMC standard eligibility requirements; 

g) the function and method of operation of FNMA, GNMA and FHLMC; 

h) the method and marketing aspects of a GNMA mortgage-backed pass-through security; 

i) the theory of “service release premiums”. 

The licensee should also be able to explain the basic functions of; 

a) mortgage servicing; 

b) collections; 

c) remittance of payments; 

d) escrow accounts for taxes and insurance; 

e) payoffs ; 

f) assumptions; 

g) the transfer of servicing rights. 

IX. Loan Default and Foreclosure Law. Licensees should study Foreclosure Law. Licensees should be 
able to describe: 

a) the type of foreclosure law most frequently used in their state; 

b) the legal process of a judicial foreclosure; 

c) the legal process of a trustee’s sale and how it differs from a judicial foreclosure; 

d) the borrower’s rights of reinstatement; 

e) the borrower’s right of redemption; 

f) the legal process of a forfeiture of equitable title; 

g) the effects of subordinate liens after foreclosure; 

h) the effects of mechanics and materialmens’ liens; 

i) the process of tax lien sales. 

X. State Statutes and Rules. Licensees should study of State and local law. Licensees should be able to 
identify: 

a) minimum record keeping requirements; 

b) record retention requirements; 

c) minimum requirements for licensing; 

d) the process for examination of a licensees records; 

e) standards for accounting; 

f) standards for maintaining Trust Funds; 

g) minimum net worth requirements; 

h) minimum bonding requirements; 

i) local disclosure requirements; 

j) contracts and written agreements with consumers; 

k) minimum requirements for supervision of employees; 
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National Association of Mortgage Brokers 


The National Voice of the Mortgage Broker 


Established in 1972, the National Association of Mortgage Brokers (NAME) is the national trade 
association representing the mortgage broker industry. With 49 state affiliates, and more than 
27,000 members, NAME promotes the industry through programs and services such as 
education, professional certification and government affairs representation. NAME members 
subscribe to a code of ethics and best lending practices that foster integrity, professionalism and 
confidentiality. 

A mortgage broker is an independent real estate financing professional who specializes in the 
origination of residential and/or commercial mortgages. There are approximately 33,000 active 
mortgage broker operations across the nation that employ an estimated 240,000 people and 
originate 65% of all residential loans in the U.S. 

A mortgage broker is also an independent contractor who markets and originates loans offered 
by several wholesale lenders. By offering superior market expertise, and direct access to many 
different loan programs, a mortgage broker provides the consumer the most efficient and cost- 
effective method of obtaining a mortgage that fits the consiuner's financial goals and 
circumstances. Mortgage brokers originate more mortgages than any other single loan source 
group in this nation. 

The brokerage industry plays a significant role in the mortgage lending process and American 
economy, increasing competition and driving down costs. The expansive mortgage broker 
network allows loan wholesalers of all sizes to immediately gain a national presence without 
incurring the great expense of national advertising and maintenance of branch offices. 

The mortgage broker industry is regulated by 10 federal laws, five federal enforcement agencies 
and over 45 state laws or licensing boards. Additionally, brokers typically have some type of 
Quality Control requirements and NAME members also adhere to a strict Code of Ethics and 
best lending practices. 
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Testimony of 
Stephen Hailer 
on behalf of the 
American Bankers Association 
before the 

Housing and Commimity Opportunity Subcommittee 
Of the 

Committee on Financial Services 
United States House of Representatives 
September 29, 2005 


Mr. Chairman and members of the Committee, my name is Stephen Hailer. 1 am 
president and CK.O of the North Akron Savings Bank in Akron, Ohio. I am also vice 
chairman of the American Bankers Association’s Housing and Federal Home Loan Bank 
Committee. ABA, on behalf of the more than two million men and women who work in the 
nation’s banks, brings together all categories of bankmg institutions to best represent the 
interests of this rapidly changing industry. Its membership - which includes community, 
regional and money center banks and holding companies, as well as savings associations, trust 
companies and savings banks - makes ABA the largest banking trade association in the 
country. 


I am pleased to be here today to present the views of ABA on Title V of H.R. 1295, 
the Responsible Lending Act. Title V would establish licensing requirements and minimal 
federal requirements for independent mortgage brokers and, among other things, require 
background checks and continuing education of independent brokers. Section 503 of H.R. 
1295 defines a mortgage broker as “a person who engages for compensation, either directly 
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or indirectly, in the acceptance of applications for mortgage loans for others, solicitation of 
mortgage loans on behalf of borrowere, or negotiation of terms or conditions of loans on 
behalf of borrowers or lenders.” Section 501 would not apply to brokers who perform work 
for banks or an affiliate of a bank, including those who fond, underwrite, sendee, or sell 
mortgage loans. 


In particular, I would like to make three points in my testimony: 

I. High Ethical Standards Benefit Everyone 

Ensuring that consumers are treated fairly and receive high quality services is clearly 
in the interest of the entire mortgage industr)% which depends upon the trust and patronage 
of homebuyers. 


II. Banks ate Subject to Rigorous Enforcement 

The entire mortgage lending process performed by banks and tlieir representatives is 
subject to a sophisticated umbrella of federal laws and regulations. The banking industry is 
subject to rigorous government oversight and examination. No comparable regulatory 
regime exists for independent mortgage brokers. 


III. Extending Protections Already Required of Banks Makes Sense 
Section 501 of H.R. 1295, which would create federal standards and licensing 
requirements for independent mortgage brokers, represents a practical means of extending 
existing protections for consumers beyond lenders. 


-AMERICAN BANKERS ASSOCLVIION 
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ABA beliei^es that practices that deceh^e, defraud, or otherwise lake unfair advantage 
of consumers are predatory, and have no place in our Onancial system. Existing laws against 
these practices should be rigorously enforced. Practices that are routinely criticized - such as 
guaranteeing the borrower one loan rate and putting a second, higher rate in a mortgage 
contract are reprehensible - and are already iUegal. ABA believes ail parties to the home- 
buying process, whether independent or associated with a bank, should act responsibly and be 
held accountable when they do not do so. Therefore, ABA supports minimal federal 
requirements for independent mortgage brokers. 

I. High Ethical Standards Benefit Everyone 

The success or failure of any business depends upon the satisfaction of its customers. 
Mortgage lending is a vast enterprise, which requires the coordination of several layers of 
professionals throughout die process of issuing a home loan. 

The U.S. mortgage market is more competitive tlian ever. Consumers have hundreds 
of lenders to choose from and even more brokers competing for their business. Reputation 
plays a large role in deciding which brokers succeed over the long-term. 'JThe damage caused 
by deceptive or unscrupulous sales practices extends beyond the consumer who is direedy 
targeted. News and government reports of bad actors can destroy whole businesses and ruin 
reputations. In contrast, ethical and efficient brokers attract more customers and generate 
more business for themselves and lenders. 
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Mortgage brokers are a critical part of the home lending market because they account 
for a substantial percentage of all mortgage contracts - nearly two-thirds - and, next to real 
estate brokers, are likely the first person a homebuyer contacts after deciding to purchase a 
home. Mortgage brokers often ser\'e as guides to the process of buying a home, providing 
important information to consumers about down payments, loan terms, and the mortgage- 
closing process. Brokers who work on behalf of banks frequently present buyers with 
customized packaged services, while independent mortgage brokers will “shop” mortgage 
prices and rates offered by a host of potential lenders. Regardless of the lender, brokers are 
responsible for hilfilling an essential job in the home-buying process: they bring buyers and 
lenders together. Only the highest ethical standards can pteserv^e this vital relationship. 

II. Banks are Subject to Rigorous Enforcement 

Banks and the activities of mortgage brokers who act on banks’ behalf are heavily 
regulated and thoroughly examiited for compliance with a host of federal laws and 
regulations. Because banks arc subject to, and examined regularly for, compliance with a 
wide range of laws and regulations, they must hold all their employees and representatives to 
high standards. Banks are subject to the Truth in Lending Act, Home Mortgage Disclosure 
Act, the Equal Credit Opportunity Act, RESPA, and the Fair Lending Act, among otlier laws. 
Federal law contains numerous disclosure requirements relating to mortgage bans generally, 
and especially so-called high-cost loans. Additionally, continually updated regulatory guidance 
is enforced by a panoply of federal agencies. 
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A bank’s liability for violations, which continues after consummation of the loan, 
provides an effective deterrent of unscrupulous behavior and the means to quickly detect 
outliers. Banks have an ongoing interest in ensuring that the loans made by their employees 
or contractors arc fair, reasonable, and legitimate. In most instances, an ongoing financial 
interest also exists - the bank will either hold the loan in portfolio or sell it into the secondary 
market and could be subject to recourse should the loan quality deteriorate. In aO instances, 
banks have a regulator)’ and reputational interest - their examiners will review their loan 
practices and hold them accountable for any violations of the many laws to which they are 
subject. 


Independent mortg^age brokers are not subject to the breadth of consumer 
protection law and regulations with wliich banks must comply and, importantly, a regulatory 
system does not exist to examine them for compliance even with those laws, such as RESPA, 
which do apply to them. In addition, because of the nature of their jobs, independent 
brokers may not have the same level of ongoing interest in the quality of die loan they 
process. Once the loan closes, and they are paid, they have no further financial interest in the 
loan or obligation to the borrower, although most want to preserv'c their reputation for long- 
term relationships. 


To help illustrate the extent to which banks are examined for compliance with 
consumer protection laws, the Federal Deposit Insurance Corporation (FDIC) issues a 49~ 
page examination manual to its examiners evaluating bank compliance with the Truth in 
Lending Act (TIL/V). The examination manual lists step-by-step procedures to evaluate bank 
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compliance with every aspect of TILA, instructing examiners to inspect the dating of loan 
documents, signamres, annual percentage cates ‘\vithin the allowed tolerance of 1 /8 of 1 
percent for regular transactions,” and other mandatory disclosures. Banks are well aware of 
these requirements and actively train their employees and representatives for full compliance. 


TILA requires banks to provide disclosures to applicants and borrowers disclosures 
about important terms in an easy to read format at different times in the mortgage process. 
Good faith estimates of these terms must be provided within three days of application. Final 
disclosures must be provided before the loan is consummated. Special “early” disclosures are 
required for home equity lines of credit. Failure to provide proper disclosures can mean 
significant potential liability for the creditor. In addition to damages and statutory damages, 
this liability' may include loss of any security interest and the refund of all interest and other 
fees paid up to three years. 


Banks, savings associations and credit unions are also subject to the Home Mortgage 
Disclosure Act (HMD .A). 'Ibey must report certain information on home mortgage loans 
that they originate, purchase or refinance. However, independent brokers are not required to 
report any information on the mortgage applications that they process, as insured depository 
institutions must. Not only must depository institutions report under HMDA, but bank 
examiners regularly inspect the institution’s loan files to determine whetlier the HMDA 
reporting was done correctly and also to review the loans for possible fair lending violations, 
if the institution’s HMDA numbers reveal unexplained disparities in lending, denials, pricing 
and other reported information. 
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Independent mortgage brokers, though not as heavily regulated, play a vital role in the 
mortgage lending industry. Many banks rely on brokers as their retail outlet. It is essential 
that all brokers be honest, trustworthy, and reliable. While some may seek to bring aO 
participants in the lending process into a strict examination and compliance regime 
(expanding coverage and enforcement of many existing law’s even to those who do not fond 
loans), we recognixe tliat doing so would be expensive and would require significantly 
enhanced governmental resources. 

III. Extending Protections Already Required of Banks Makes Sense 

Tide V of M.R. 1295 would address the present regulatory gap in current consumer 
protection law in a minimally obtrusfoe manner by requiring that independent brokers comply 
with minimum licensing requirements under either state or federal law and that a database of 
licensed brokers be created to aDow consumers to gain useful information on any broker they 
may consider using. Forty-five states already require licensing of independent mortgage 
brokers. Uniform protections would help to ensure that all consumers are dealing with 
honest, fair, and trustworthy loan professionals. Licensing and the creation of a publicly 
available nationwide database would allow consumers to have a degree of confidence that the 
broker they are dealing with has met minimum standards of education and training, and 
would let them see if the broker has any criminal record. 


We believe the licensing of indcpentlcnt brokers is a rational step toward better 
consumer protection. Additionally, it would enhance lenders’ ability to screen brokers thev 
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may seek to employ, further ensuring that lenders and consumers deal only with Jegiomate 
brokers. 

Thank you. 1 would be happy to answer any questions you may have. 
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Chairman Ney, Mrs, Waters, Members of the Committee, thank you for inviting me here 
to testify today regarding mortgage brokers, predatory lending and appropriate federal and state 
regulations. I am the Director of Mountain State Justice, a non-profit legal services program' in 
Charleston, West Virginia which exclusively represents low income people at no cost to them. 
We have a very active caseload of low income homeowners who are the victims of predatory 
lending and are in danger of losing their homes because of the unscrupulous and illegal practices 
of mortgage brokers, mortgage lenders and servicers. 

My primary purpose in coming here today is to convince you and your colleagues to pass 
only legislation which safeguards existing state law currently employed to save homes from 
foreclosure due to predatory lending. While we would also be happy to see Congress pass 
legislation which effectively limited the explosion of home equity theft, our first message to you 
is “Don’t deplete the existing remedies we have to save homes.” Passage of Title V of H.R. 
1295 would strip away effective remedies against unscrupulous mortgage brokers, without 
replacing it with any meaningful protections. The result would he a damaging increase in 
foreclosures of homes. 

In this written testimony I will first explain the importance of state laws in our efforts to 
save homes put at risk by the fraudulent and unconscionable practices of mortgage originators. 
Then, I will explain how the current language of Title V of H.R. 1295 would increase predatory 
lending, causing the loss of more equity and homes. In the last section of this written testimony, I 
will respond to the questions posed in the written invitation by Chairman Ney. 


The Importance of State Law Remedies in Protecting Homeowners from Broker Abuse 

In my practice at Mountain State Justice we currently represent more than 600 
homeowners in 60 predatory mortgage cases.^ In these cases it is the state laws that give 
homeowners the protection from predatory mortgage brokers. In West Virginia, there are a 
number of significant consumer protections applicable to mortgage loans originated by brokers. 
Title V of HR 1295 would appear to preempt West Virginia protections for homeowners against 
overreaching and abusive broker activities including:’ 


‘Mountain Slate Justice is privately funded, largely through attorneys’ fees earned by the staff through the 
representation of its-low inconte clients. I have been the Director of the program since its inception in 1 996. 
Previously 1 was the Directing Attorney of Appalachian Research and Defense Fund of West Virginia, a legal 
services program with which I was affiliated since 1971. As a legal services attorney for over thirty years, 1 have 
handled thousands of cases representing low income people in West Virginia. During this time, in addition to a 
significant consumer law practice, I have also worked on cases involving education funding, institutional conditions, 
menial health services, juvenile justice issues and worker safety. 

’Currently, there are approximately fifty-five individual cases and five group cases in my consumer law 

practice. 


’Sec. 501(b)(2). 
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■ Brokering a loan in excess of the market value of the home;" 

• Brokering a non-amortizing loan;’ 

• Prohibiting brokers from participating in compensation arrangements with 
appraisers which influence independent judgment;* 

• Brokering an unconscionable loan, i.e., one without economic benefit to an 
unsophisticated consumer;’ 

• Limitations on exorbitant broker fees which prohibit combined fees (all points and 
fees except unrelated third party closing costs) of more 5% without a yield spread 
premium, or 6% with a yield spread premium;* 

• Brokering a real estate loan which includes a security interest in an unattached 
mobile home;’ 

• Brokering a loan with excessive closing attorneys fees, and duplicative 
broker/lender fees;‘“ 

• Brokering a loan in which the borrower was asked to sign loan documents with 
blanks to be filled in after consummation." 

These restrictions are among other statutory and common law limits on broker activities 
which have in the last few years weeded out, to some extent, the most exploitive brokers in the 
state. There is still much woik to be done to protect homeowners from wrongfiil broker activities, 
but these enforcement actions are currently only available throu^ the state law. Title V of H.R. 
1295 threatens to cripple our abilities to protect homeowners. 

State law remedies are especially important because of the lack of meaningful 
enforcement of existing federal laws. There is a prohibition against unfair and deceptive practices 
in Section 5 of the FTC Act.” In the 1970s, one of the worst abuses facing homeowners was the 
problem caused by door to door home improvement salesmen who would sign people up for high 


‘W.V. Code Section 31-17.8(m)(8). 
’W.V. Code Section 31-1 7-8(m)(7). 
‘W.V. Code Section 31-17-8(m)(2). 
’W.V. Codes Section 46A-2-12I. 
•w.V. Code Section 31-17-8(ni)(4). 
’W.V. Code Section 31 -1 7-8(m)(5). 
‘“w.V. Code Section 31-1 7-8(m)( 1 ). 
”W,V, Code Section 31-17-8(j)(6). 
'^15 U.S.C. Section 45. 


Page 2 of 9 



83 


cost home secured loans even when work was either shoddy or not done at all.'’ We made 
numerous requests to the FTC for assistance in limiting the abuses in this industry. I even 
brought suit against the FTC to secure enforcement of their own prohibition against unfair and 
deceptive trade practices (there is no private tight of action under this federal prohibition). 
Despite these repeated attempts, we were unsuccessful. The FTC simply lacks the resources to do 
anything significant on individual cases. So we turned to the courts for redress. During my 35 
years of representing defrauded homeowners, thousands of homes have been saved from the 
foreclosure sale in West Virginia primarily through the application of state law. 

A few examples of the importance of state law claims in saving homes, or equity, after 
unscrupulous mortgage brokers have victimized homeowners, include: 

• Ms. S.S., an elderly widow from Huntington, West Virginia, was flipped seven times by 
the same broker in a period of ten years. On every single occasion the loan was based on 
an increased - and fi'audulent - appraisal, new fees and closing costs adding to the 
principal of the loan. Each refinancing became less affordable to Mrs. S.S., until the final 
loan called for payments completely beyond her means. Action against the mortgage 
broker and the lender, using state law claims including unconscionable inducement, as 
well as the failure to comply with other state law requirements on brokers. The resolution 
of the case allowed Ms. S.S. to keep her home free of all liens, in addition to receiving a 
cash settlement. 

• An elderly Parkersburg woman named Mrs. H. was solicited by a broker who promised a 
mortgage loan that would lower her monthly payments. The broker charged fees far in 
excess of the statutory maximum, and lent her more than her house was worth. Mrs. H. 
pursued the action successfully on behalf of a class of 1 15 similar loans based on state 
law claims of making a loan in excess of the market value of the home and charging 
excess broker fees. Mrs. H was able to keep hs home free of all liens and the excess 
broker fees are being returned to all the homeowners in the class. 

• Mr. and Mrs. A. from Bluefield, West Virginia, ages 79 and 81, owned the home in 
which they had raised seven children free of all liens. He was disabled miner after a 
lifetime of working in the mines. She was still working in a bakery. They were solicited 
by a broker to take out a loan to pay off a few bills. The broker obtained a bogus appraisal 
of $69,000 on a home worth less than $10,000 to secure a loan Mr. and Mrs. A could not 
possibly afford. They were foreclosed upon and forced out of their home. The case is in 
litigation with pending state claims including brokering a loan in excess of the market 
value of the home and failure to make broker disclosures. The resolution will result in the 
return of the home. 

Please do not confuse my statements regarding the importance of state laws and the need 


'^The aiuminum siding salesmen of the 19705 are the loan brokers of today. 
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for improved enforcement of existing federal law into anything other than a strong endorsement 
for improved substantive laws to address predatory lending. Unfortunately, no amount of 
enforcement of existing laws will change the underlying dynamics of the mortgage market, which 
provide sufficient enticements to encourage the continued pillaging of the home equity of 
unsophisticated homeowners. Congressional changes to the intricate interplay of federal and state 
regulation of the mortgage industry created the current mess - strong new federal laws are 
necessary to undue this damage. Unfortunately, H.R. 1295, in its entirety, or just Title V, would 
exacerbate the problem of predatory lending. 

The problem of abusive home lending is now much greater than it has ever been in the 
past because of the exploitations caused by the proliferation of free market cotmnissioned 
compensated loan brokers. These broker misrepresentation-induced loans replace local bank 
loans with fair terms and little risk of home loss. Some brokets routinely lead homeowners into 
loans with promises of savings that seldom materialize. The problem is that neither the 
marketplace, nra- the combined effect of federal and state laws, create incentives to brokers to 
make loans that are performing and fair. 


Passage of Title V of H.R. 1295 would increase predatory lending, causing the loss of more 
equity and homes. 

Title V of H.R. 1295 is not a consumer protection provision. Instead, it appears that it 

would: 

1 . Preempt protective state law provisions limiting mortgage broker activities; 

2. Exempt from coverage under Title V’s provisions the majority of all mortgage 
brokers; 

3. Fail to apply any meaningful protections even for those few mortgage brokers to 
whom it would be applicable. 

Preemption of State Laws. As currently written, Title V of H.R. 1295 tppears to 
preempt state laws which regulate mortgage brokers. All requirements on mortgage brokers 
appear to be eliminated because of the bill’s basic premise - that each state law must be uniform 
with the requirements in this federal bill.'* 

The requirement for uniformity appears to leave states little room for additional 
protections or requirements. A parsing of the requirements of Title V of H.R. 1295 appears to 
provide that the rules apphcable to mortgage brokers in a state that does not have an aitirely 


‘‘‘The word ••uniform” means identical. The dictionary definition for uniform is: 1) Always the same, as in 
character or degree; unvarying; 2) Conforming to one principle, standard, or rule; consistent; 3) Being the same as or 
consonant with another or others; 4) Unvaried in texture, color, or design. 
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uniform !aw would be preempted.'® It thus appears that any state law that used the federal law as 
a floor, but added more, substantive protections, would be preempted. 

Exemption of Most Mortgage Brokers. At the same time, Title V appears to exempt 
the huge majority of mortgage brokers even from the minimal regulation that is applicable under 
the uniformity standard in the title. There is a long list of persons and entities which are 
exempted altogether from regulation under the unifOTm state laws and their federal counterpart: 

• Most significantly, any person who is a creditor under the Truth in Lending Act and 
makes more than $1,000,000 in loans per year, which covers almost any mortgage 
broker who might otherwise not already be exempted. This essentially permits brokers to 
avoid all state and federal regulation simply by table funding a few loans a year (closing 
loans in their own name with immediate sale). Some brokers now use this approach. 

• Not only are all banks, savings and loans, and credit unions exempted,'^ but so are 
their subsidiaries and affiliates. This is a significant extension of the preemption rules 
currently ^plicable to federally chartered financial institutions, which are generally 
limited to the preemption of state laws for the institutions themselves and their operating 
subsidiaries. Allowing affiliates - which are not subject to any other state or federal 
regulation - to be exempt from the rules leaves those institutions and their employees 
completely unregulated. 


’^This conclusion is gleaned from reading the following subsections of Title V together: 

The Federal mortgage broker requirements established pursuant to this 
title shall apply only with respect to state that, upon expiration of the 3>year 
period beginning on the date of the enactment of this Act, have not enacted and 
do not have in effect uniform state taws and regutations described in 
subsection (b). (Emphasis added.) 

Sec. 501 (a). 

If, at any time, the Secretary determines that a State no longer has In 
effect laws and regulations described in subsection (a) or the uniformity 
necessary to comply with subsection (a) no longer exists with respect to a state, 
the Federal mortgage broker requirements shall take effect with respect to 
such State 2 years after the date on which such determination was made, unless 
the State has in effect such laws or regulations, or the uniformity necessary to 
comply with subsection (a) Is sadsfled, before the expiration of such 2 year 
period. (Emphasis added.) 

Sec. 501(d). 

Not later than 3 years after the date of the enactment of this Act, the 
Secretary of Housing and Urban Development shall, by regulation and in 
consultation with the Federal banking agencies .... establish Federal mortgage 
broker requirements under this section that meet the requirements established 
in section S01(b)(I). (Emphasis added.) 

Sec. 502. 

’^Section 501(b)(2)(A). 
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• Non-profit budget or debt counseling services” are exempted altogether, although to 
the extent these entities are engaging in mortgage brokering services there is no reason 
they should not be covered. 

• Consumer reporting agencies which are in substantial compliance with the Fair Credit 
Reporting Act are also exempted.” This is a status exemption which provides a blanket 
protection to these entities once they are in compliance with a law which has nothing 
whatsoever to do with the regulatitm of mortgage brokers. Just because a CRA is in 
compliance with one law, does not necessarily mean that they should not be required to 
comply with the requirements of another law. 

• Any one who makes, services, buys or sells mortgage loans and has been approved 
by HUD is also exempted.” This is despite the fact that some of the worst abuses by 
mortgage brokers have been caused by FHA approved mortgage brokers.™ 

• Any broker approved by Fannie Mae’’ and Freddie Mac*^ or the Veterans 
Administration™ is exempted. 

It is hard to imagine any mortgage broker who would not be covered by these 
exemptions. Indeed, I don’t believe that a single mortgage broker that I have sued on behalf of 
my low income clients in the past 36 years would not be exempted from Title V through one or 
more of these broad exemptions. 

No Meaningful Protections. Even for those very few mortgage brokers who might be 
covered (and they would have to be truly bad at their jobs to be unable to squeeze into one of the 
bill’s broad exemptions) there are no meaningfiil limitations on activities. The uniform state law 
requirements - which are identical to those for the federal law - have only two parts: one on 
licensing and one establishing a national database. 


'’Section 301(b)(2)(B). 

'‘Section 501(b)(2)(C), 

'’Section 501(b)(2)(F)(iii)(I). 

“See, e.g. Lew Sichelman, HUD Acts to End Flipping, Realty Tiroes. May 7, 2003, 
hltD://'realrvtimcs.com/rtcpagC5/20030507 nipping2-htnt. 

“Section 50 1 (b)(2)(F).(iii)(ll). 

“Section 501(b)(2)(F).(iii)(lll). 

“Section 50l(b)(2)(F).(iii)(lV) 
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Licensing Requirements. A licensing requirement is a use&l first step in the regulation 
of mortgage brokers, but only if there are some real requirements to obtain the license, including 
the posting of a realistic bond. A recent story in The Columbus Dispatch details the significant 
problems caused the state of Ohio by mortgage brokers covaed by a state licensing system 
designed to protect the brokers, rather than the general public making Ohio the state with the 
highest rate of foreclosures." Like Ohio’s mortgage broker licensing law, Title V of H.R. 1295 
has no standards for license revocation, no requirements for full disclosure of complaints about 
brokers to consumers, no prohibitions against licensing brokets with a criminal recor4 and no 
substantive prohibitions or consumer protections in Title V. 

Mortgage Broker Database. Title V also establishes a national database of mortgage 
brokers.^’ This database would include a listing of each person licensed under state or federal law 
- which would be very few of the mortgage brokers actually brokering mortgages to the general 
public. However, even for those brokers which would be listed in the database, there seem to be 
no real protections for consumers. Indeed, the only state laws which are specifically preserved in 
Title V ate those providing privacy or confidentiality to the mortgage brokers who are listed in 
the database." State and federal laws regarding access to public information ate specifically 
preempted.^’ 

There is not even an explicit requirement in this section of the bill that complaints 
regarding mortgage brokers listed in the database be made available to the general public. 

Finally, seemingly to ensure that no damaging information about mortgage brokers reach the ears 
of homeowners who might be potential customers (or victims), H.R. 1295 would make it a 
federal crime for someone to “willfully disclose to any person any information concerning ... a 
mortgage broker.”" There is no mirror requirement applicable to mortgage brokers who might 
strip equity or cause a foreclosure. In fact, the only civil or criminal penalties in the title are 
placed there to protect mortgage brokers, not homeowners. 


Answers to Questions Posed by Chairman Ney 

1. Explain the differences between "licensing" and "registry. " What are the relative 
merits of each? 


^’Geoff Dutton, Ohio’s Disgrace: No. 1 in Home Foreclosures, The Cotumbue Dispatch, September 18 

2005. 

"Section 5 12. H.R. 1295. 

“Section 514(a)(1), H.R. 1295, 

"Section 51 4(3)(2), H.R. 1295, 

“Section 515(b). 
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Licensing suggests that the licensee has met some minimal requirements as a condition of 
obtaining the license. While a registry is simply a listing of participants. Both a licensing regime 
and a registry are meaningless, a waste of government resources, and potentially misleading to 
the public, if they do not cover all persons who are engaged in the business of brokering loans for 
homeowners. A license “issued by the federal government” can be used to legitimize misconduct 
if not accompanied by substantive regulation and enforcement. 

2. Should there be uniform standards for state licensing of mortgage brokers? 

A uniform standard is only helpful if the standards are meaningful and substantive. Uniformity 
should not be the excuse for minimalist. H.R. 1295's standards are so un-protective of 
homeowners as to be completely useless to consumers. The only purpose appears to be to protect 
mortgage brokers from the more stringent requirements imposed by various state laws. 

3. Explain the differences between loan originators and mortgage brokers. Should 
licensing and/or registry be required of both? 

The term “loan originators” implies that they are arranging loans between themselves, or their 
employer, and the borrower. Brokers generally arrange loans for borrowers from many different 
lenders. Brokets hold themselves out as acting for the borrower, searching for the best deal, 
providing a service to the borrower of looking for the right loan fit. This is very different from 
the implicit message from a loan originator who is generally only working through the 
arrangements of a credit relationship between one lender and the borrower. Because many 
consumers are led to believe that the broker is acting for them, on their behalf, to assist them, the 
dynamics of these relationships are different, and potentially more dangerous. It is this difference 
in dynamics and implicit messages that would justify a different standard and degree of 
regulation between mortgage brokers and loan originators. 

4. Should there be uniform standards for state education requirements (including 
continuing education requirements) for mortgage brokers? 

I have no opinion on this question. 

5. Should a uniform standard be a minimum standard, or a preemptive standard, i.e. 
should the standard be implemented as a "floor " or a "ceiling? " 

If there is a uniform standard, it should be a minimum standard, a floor, not a ceiling. Housing 
and lending issues are different in different states, and these differences dictate different 
responses. There is no reason, other than convenience of the mortgage brokets, to establish a 
preemptive standard, above which the states carmot go to protect their resident homeowners. 

6. Explain the benefits and/or problems associated with multi-state licensing and 
registration requirements. 
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I have no information on this. 

7. What are the benefits of a national registry of licensed mortgage brokers and/or 
other loan originators? 

Unless all - or at least, most - mortgage brokets are covered by the registry, and there 
meaningful standards applied to the licensing requirements, there are no benefits. However, if the 
licensing requirements applied to all mortgage brokers, atsl complaints - and resolutions of those 
complaints - were transparent to both the general public and potential customers of the members 
of the registry, such a database could prove useful in providing some educational service to 
prevent ongoing mortgage broker abuses. 

8. Explain how a registry could be implemented and managed. 

I have no information on this. 

9. Who should be required to participate in a registry? 

Everyone who brokers more than one mortgage loan a year in the United States. 

10. What impact will registration and licensing requirements have on curbing the 
proliferation of predatory lending? 

If Title V of H.R. 1295 passes, predatory lending will worsen and more foreclosures will result. 

/ 1. What are the costs associated with registration and licensing requirements? What 

will the impact of those costs be on consumers, brokers and mortgage companies? 
Do the costs outweigh the benefits? 

I have no information on this. 

Conclusion. 

Homeowners in West Virginia and throughout the United States need strong, clear 
prohibitions on abusive and unfair activities by all mortgage originators. A federal law which is 
worthwhile would begin with the limitations imposed on brokers by West Virginia and other 
states and include real limits on fees, deceptive and unfair practices, loan terms designed to speed 
refinancing and trigger foreclosures. I urge you to consider substantive, meaningful provisions 
like these to regulate the mortgage industry and stem the tide of predatory lending and increasing 
numbers of foreclosures. I would be happy to provide further information to you. 
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My name is Eric Rodriguez, Director of the Policy Analysis Center for the National Council of 
La Raza (NCLR). As an advocate for Latinos, I have worked for more than a decade on 
planning and preparing policy analysis, legislative, and advocacy activities related to economic, 
employment, and financial security public policy issues. I am grateful to present our views for 
the hearing entitled, “Licensing and Registration in the Mortgage Industry.” 

As you know, NCLR is a private, nonprofit, nonpartisan organization established in 1968 to 
reduce poverty and discrimination and improve life opportunities for the nation’s Hispanics. As 
the largest national Hispanic organization in the U.S., NCLR serves all Hispanic nationality 
groups in all regions of the country through a network of more than 300 affiliate community- 
based organizations. 

NCLR has a deep interest in increasing the rate at which Latinos own and build equity in their 
home and thereby accumulate wealth that will provide financial stability in the years to come. 
Over the past two decades, NCLR has been a leader in advocating and conducting research on 
affordable housing issues important to the Latino community. This work focuses on issues such 
as asset accumulation and barriers to homeownership, access to affordable mortgage products, 
and programs and legislation that support fair lending. NCLR’s most recent relevant 
publications include Hispanic Housing and Homeownership; American Dream to American 
Reality: Creating a Fair Housing System that Works for Latinos; and Jeopardizing Hispanic 
Homeownership: Predatory Practices in the Homebuying Market. 

In addition, since 1997, NCLR has been a national intermediary designated by the Department of 
Housing and Urban Development (HUD) to distribute funds for housing counseling. The NCLR 
Homeownership Network (NHN) consists of 38 NCLR affiliates in 19 states that provide pre- 
purchase bilingual homeownership counseling to low-income families in predominately Latino 
neighborhoods. NHN counsels more than 20,000 families each year, more than 3,500 of which 
become homeowners. NHN has sophisticated partnerships with some of the nation’s largest 
providers of home mortgages such as Bank of America, Countrywide, JPMorgan Chase, 
Washington Mutual, Wells Fargo, Fannie Mae, and Freddie Mac. Our extensive research and 
service delivery experience puts us in a unique position to comment on the role and impact of 
mortgage brokers in increasing Latino homeownership. 

Latino Homeownership 

Increasing Latino homeownership is critical to the financial security of Latino families and the 
economic stability of the broader community. While Hispanic homeownership still falls behind 
that of Whites according to HUD’s most recent statistics (48% versus 76%, respectively), 
Hispanic families are entering the mortgage market in record numbers. Between 1993 and 2003, 
the number of Hispanic households grew by 92% while the number of Hispanic homeowners 
grew by 96%. For most American families, a home is their primary asset and homeownership 
represents their single greatest wealth-building vehicle. Home equity affords households and 
families significant financial opportunities. Unfortunately, the Latino homeownership rate lags 
behind that of Whites by 28 percentage points. Low homeownership rates are the primary factor 
contributing to the 27-to-l wealth gap between White and Latino households. 


2 



92 


Latino families face a number of barriers when attempting to purchase their first home, 
including: 

• Lack of information. Many first-time Hispanic homebuyers are also first-generation 
homebuyers and many lack experience with mainstream financial institutions. In 
addition, overall lack of effective outreach from the financial services sector has 
contributed to poor information flow and insufficient access to affordable mortgage 
products for low-income Latino families. 

• Systemic barriers. Many Hispanic households have “thin” or no credit files. For many 
Latinos, a preference not to incur and carry financial debt often translates into low credit 
scores that do not accurately reflect their credit risk. Due to a largely “one-size-fits-all” 
approach to financial and credit-scoring systems, an otherwise mortgage-ready family 
may be unable to qualify for a loan, or may be paying more than necessary for its 
financing. 

• Affordability. Although the Hispanic population is growing in many areas of the 
country, more than one-third live in California and New York, two of the least affordable 
states in which to own a home, according to the National Low Income Housing Coalition. 
More than two in five Hispanic households, and more than a third of Hispanic owners, 
dedicate more than 30% of their income to housing, the federally-recommended standard 
for affordability. 

• Market failure. Many financial institutions are experimenting with pilot products and 
innovative underwriting criteria; however, more should be done to meet the needs of a 
dynamic marketplace. Most institutions use a passive product-driven outreach system 
that assumes that the same product is sufficient to meet the needs of all or most buyers, 
rather than an assertive market-oriented approach that would value different credit 
behaviors and use innovative underwriting criteria (such as nontraditiona! credit). This 
approach would enable financial institutions to create products that more adequately 
serve a dynamic market. 

Mortgage Brokers in the Latino Homebuying Market 

Mortgage brokers play an important role in delivering much-needed mortgage financing to 
potential Latino homebuyers. Annually, mortgage brokers originate nearly two-thirds of the 
nation’s mortgages and between 65% and 80% of nonconforming mortgages. In addition to 
offering a wide variety of mortgage products from various lenders, many brokers have adopted 
outreach techniques that mainstream lenders have not employed on a large scale and that 
resonate well among Latino home-shoppers. For example, many brokers spend a significant 
amount of time with their clients in an individual setting. Some brokers visit families or conduct 
closings at their homes and many of those working within the Latino community are bilingual or 
bicultural. However, limited oversight and inconsistent regulations between states translate into 
inadequate accountability standards for most brokers. Latino homebuyers, many of whom are 
vulnerable due to the barriers to affordable homeownership described above, feel the effects of 
those mortgage brokers that engage in unethical lending practices. In the interest of protecting 
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and increasing homeownership for all families, NCLRhas identified three areas of concern 
regarding mortgage brokers; 

• Limited accountability. The Real Estate Settlement Procedures Act (RESPA) regulates 
all activities concerning the mortgage closing transaction and was passed in 1974 to 
prohibit excessive fees and illegal kickbacks to service providers. To the extent 
consumers have a complaint about being charged a fee unfairly, they can seek 
enforcement action under RESPA. Although HUD has jurisdiction over RESPA, neither 
they nor any of the other regulatory agencies have been charged with monitoring broker 
activities for fair housing compliance, best or sound practices, or licensing and 
registration requirements. In addition, there is only a limited enforcement mechanism, 
which is largely consumer-complaint driven. State laws vary widely, but do offer some 
important consumer protections such as a private right of action and lists of prohibited 
practices. 

• Risk of steering. NCLR’s recent report on predatory lending found that too many 
Hispanic homebuyers have been steered into mortgage products more expensive than 
their credit warranted. Mortgage brokers have a financial interest in pushing the cost of 
the loan higher. Known as a Yield Spread Premium (YSP), the broker profits from 
selling a borrower a loan with an interest rate higher than what the financial institution 
quoted the broker. Most borrowers are unaware their loan contained a YSP and that they 
may have been steered toward a more expensive mortgage product as a result. 

• Transaction lacks transparency. The essence of the broker fiinction is one of being an 
intermediary between the borrower and the lender. Many borrowers mistakenly assume 
that the broker is responsible for finding them the best mortgage deal for which they 
qualify. In reality, however, the broker’s fiduciary responsibilities are not disclosed, and, 
in most cases, the broker is not the fiduciary agent of the borrower. 

As the main interface between clients and their mortgage options, sufficient accountability 
standards are in the interest of the entire homeownership market. Such standards will maintain 
market integrity and prevent families from squandering hard-earned money on interest and fees 
rather than on principal that translates into home equity. 

Mortgage Broker Licensing Standards 

Throughout the 1990s, the mortgage market experienced dynamic and rapid growth. Now, most 
homebuyers have many mortgage products and lenders from which to choose. Choices 
regarding mortgages have become more complex because the interrelations between products 
and product features, banks and their subsidiaries are not always clear to the consumer. In such 
an environment, the broker function is an important one that holds considerable value for the 
consumer. In fact, NCLR has made substantial investments in housing counseling because it 
understands the demand for bridging the gap between lenders and borrowers. Although their 
clientele is slightly different - brokers work with families that are mortgage-ready and 
counselors work with families that need assistance before they are ready to purchase - the trust 
clients place in their counselor or broker and the role of an intermediary between them and a 
lender is very similar. Unfortunately, accountability standards have not kept pace with the 
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growing sophistication and complexity of the homebuying market. We commend Chairman 
Robert Ney, Ranking Member Maxine Waters, and the members of this subcommittee for 
convening on the issue of mortgage broker licensing and registration requirements. However, 
while licensing requirements are important, they are only one piece of a broader strategy 
necessary for developing stronger accountability standards for mortgage brokering transactions. 

Licensing requirements for mortgage brokers can be an effective way to limit bad actors from the 
marketplace and foster consumer confidence. However, it is not clear that licensing 
requirements sufficient for this purpose have yet been proposed. For example, for a housing 
counselor to become certified by NeighborWorks® America, which is the industry standard, he 
or she must complete at least 120 hours of coursework and pass an exam. In addition, HUD 
certifies housing counseling agencies and maintains the Housing Counseling Handbook which 
outlines all their duties and requirements. HUD-certified organizations are audited by HUD 
every two years and must comply with bookkeeping, data collection, and annual reporting 
standards. Although HUD-certification is not required to offer homeownership counseling 
services, it is considered a seal of approval by lenders, government agencies, and funders; most 
downpayment assistance programs require HUD-certified counseling. By comparison, the 
“Responsible Lending Act” (H.R, 1295), which is the only legislation before the committee 
addressing this issue, would only require 24 hours of coursework and does not provide means for 
other accountability measures such as recordkeeping and reporting. 

Another example of a comparable industry’s safety and accountability standards is of the 
Securities and Exchange Commission (SEC) and the National Association of Securities Dealers 
(NASD) for stock and securities dealers. These brokers are also responsible for helping 
consumers navigate a complicated financial process and are responsible for significant sums of 
their clients’ money. The success and efficiency of the securities market depends on the 
investors’ confidence that their broker is dealing fairly and the integrity of the system that holds 
them accountable. Brokers are required to register with all regulatory bodies that apply to the 
markets in which they are trading and to comply with each regulatory agency code and standard. 
Investors and regulators rely on enforceable standards, such as regulatory compliance, fiduciary 
disclosure, licensing and registration requirements, to hold securities brokers accountable. In 
much the same way, homebuyers need assurance that their mortgage broker is held to 
meaningful standards designed to protect their investment and maintain their confidence in the 
market. H.R. 1295 calls for the creation of a national registry that would list al! mortgage 
brokers in good standing with their state and alert others to brokers that have violated a state law. 
This, however, falls short of creating the kind of oversight and accountability necessary for an 
industry the size and scope of mortgage brokerage. 

The homeownership market can only be strengthened by creating measures that foster and 
maintain consumer confidence and market integrity. State regulations vary widely in regards to 
licensing requirements, regulations, disclosure of fiduciary responsibility, and continuing 
education, but many provide important safeguards that cannot afford to be lost. For example, 
some states require criminal background checks and registration, list prohibited practices, and set 
education standards. However, there are also significant gaps in protections available. For 
example, 36 states do not have laws that outline a broker’s fiduciary duty or responsibility to 
disclose on whose behalf they are working. Many states could benefit from minimum standards 
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and guidelines on mortgage broker education and licensing. However, the committee should 
also look to build on the SEC/NASD model to create a comprehensive approach to providing 
consumer and industry protections. 

Recommendations 

We would like to thank the members of the committee for convening on such an important issue. 
NCLR makes the following recommendations: 

• Increase market integrity. Congress must create a new regulatory agency, fashioned 
after the SEC/NASD model, with a mission to foster and maintain consumer confidence 
and market integrity. To fulfill this mission, the new agency must have the authority to 
monitor mortgage brokering activity as well as individual brokers and agencies; to collect 
data similar to those collected from lenders and private mortgage insurance companies 
under Home Mortgage Disclosure Act (HMDA); and to set guidelines for recordkeeping, 
minimum licensing requirements, education standards, and registration. In addition, such 
an agency would need the authority to conduct investigations and take corrective action 
when necessary such as imposing fines, revoking licenses, and injunctions, H.R. 1295 
proposes a national registry. This, however, does not advance the caliber of services 
brokers provide or consumer protections. To improve the quality of mortgage broker 
services effectively, new regulations and licensing requirements must increase 
transparency, accountability, and oversight. 

• Prevent Steering. YSPs must be included in the Home Ownership and Equity Protection 
Act (HOEPA) points and fees calculation used to determine if a loan meets the definition 
of a “high cost loan,” which thereby triggering additional protections, to curb incentives 
for steering clients into more expensive mortgage products. The “Prohibit Predatory 
Lending Act” (H.R. 1182), currently before the committee includes this protection. It is 
unclear whether H.R. 1295 includes a similar provision, 

• Increase transparency of mortgage broker services. Mortgage brokers should be 
required to disclose their compensation and the impact of the YSP on the interest rate. A 
simple form would inform the consumer that they have a YSP, how this YSP 
compensates the broker, and the respective impact on the interest rate and fees with or 
without the YSP. Neither bill, H.R. 1295 or H.R. 1 182, addresses this issue. 

Conclusion 

High quality mortgage broker services are an important part of America’s homebuying market. 

To ensure market integrity, consumers must be assured that their mortgage broker is held to 
adequate standards. NCLR thanks the committee for the opportunity to share its views on this 
legislation. 
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Good morning Chairman Ney, Representative Waters and members of the 
Subcommittee. I am Joseph A. Smith, Jr., North Carolina Commissioner of Banks, 
and am here today testifying on behalf of the Conference of State Bank 
Supervisors (CSBS). 1 respectfully ask that the complete text of my statement be 
entered into the hearing record. 

Thank you for inviting CSBS here today to discuss issues relating to the licensing 
and registration of mortgage industry participants, and for giving us an opportunity 
to update the subcommittee on the CSBS/AARMR Residential Mortgage Lending 
Initiative. This is a proactive effort by the states to reduce regulatory burden on 
the mortgage industry by creating uniform applications and an online registration 
system. Just as important, this system will also increase accountability in the 
industry and help fight predatory lending and mortgage fraud by identifying the 
bad actors and eliminating their opportunity to move from state to state. 

CSBS is the professional association of state officials who charter, regulate and 
supervise the nation’s approximately 6,200 state-chartered commercial and 
savings banks, and more than 400 state-licensed foreign banking offices 
nationwide. AARMR, which stands for the American Association of Residential 
Mortgage Regulators, represents the executives and employees of the various 
states who are charged with the responsibility for the administration and regulation 
of residential mortgage lending, servicing and brokering in the states. Regulation 
of mortgage-related businesses may reside within the agency that supervises and 
regulates banks, as it does in over two thirds of the states, or in another agency. 
Thus, many of CSBS’s member agencies are also members of AARMR, and the 
two organizations work closely together for the protection of our citizens. 

We appreciate the committee’s interest in this important subject. Purchasing a 
home is the largest financial transaction that most individuals will ever undertake. 
Residential mortgage lending is a local activity, but changes in technology and 
deregulation make financing these loans a global industry, fhe damage done by 
predatory lending and mortgage fraud, however, is still local. The states are on the 
front lines when it comes to regulating transactions between mortgage lenders and 
the citizens of our stales. 



Specific Issues Before the Subcommittee 


Mr. Chairman- you have asked CSBS to respond to several specific questions 
about licensing and registration in the mortgage industry. 1 will address each of 
these questions in turn. 

1. Explain the differences between “licensing” and “registry.” What are 
the relative merits of each? 

States may choose to regulate mortgage lenders, mortgage brokers, mortgage 
servicers, individual mortgage originators or some combination of these. North 
Carolina has chosen to license lenders (whom we call “mortgage bankers”), 
brokers and originators (whom we call “loan officers”). Other states have chosen 
differently, by adopting “registration” statutes, or - in the case of only two states, 
Alaska and Colorado - by taking no action at all. Forty-eight states currently 
license or register mortgage bankers and brokers. 

Licensing is the government-issued authorization to provide a certain set of 
serv'ices to the public. Just as states charter depositor}' institutions, the majority of 
states issue licenses to mortgage bankers and brokers. Licensing protects the 
public by allowing the government to ensure that all businesses and individuals 
offering a particular service to the public are operating honestly and within the 
requirements of applicable law. Licensing sets minimum standards for entry into a 
particular business, protecting both the public and legitimate businesses from 
fraudulent operators. A government’s ability to rescind a license to operate 
creates a powerful incentive for businesses and individuals to comply with the law 
and conduct their practices in a responsible manner. 

A registry is a list of those doing business within a particular industry or area. 
Registries serve the public and the industry by offering a single source of 
information about businesses and individuals offering a service. Registries alone, 
however, do not indicate that any registered business or individual meets a 
particular standard of competence or ethics. Registries serve the public interest 
best when registration requires that listed companies or individuals meet 
substantive legal and regulatory requirements. 

From 1988 to 2002, for example. North Carolina required mortgage bankers and 
brokers to register with my office. While the registration statute contained several 
normative provisions, it did not require background checks, training or 
demonstrated competence. By 2002, the North Carolina General Assembly had 
determined that this statute was inadequate to protect our citizens. It replaced the 
registration statute with the Mortgage Lending Act (NCMLA). which requires 
licenses for mortgage bankers, brokers, and individual loan officers. The license 
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application does include a combination of background checks, training 
requirements and demonstrations of competence. 

Under the NCMLA, my office licenses more than 1 ,400 mortgage banking and 
brokerage firms and over 1 2,000 individual mortgage loan officers. These figures 
do not include depository institutions, their subsidiaries, or the employees of any 
of them. Further, the number of licensees is continually changing. My staff 
inl'oriTis me that in spite of a reduction in loan volume, we are currently receiving 
between 15 and 20 new applications a day. 

2. Should there be uniform standards for state licensing of mortgage 
brokers? 

Although financing mortgages is now a global business, the needs of consumers 
may vary widely from one area to another. The most effective licensing system, 
wc believe, is one that provides consistency and minimum standards while 
allow ing for the specific needs of, for example, rural and urban populations, or 
more and less sophisticated borrowers. 

When considering licensing requirements for firms, legislators must decide on 
minimum standards for (i) background of ownership; (ii) capitalization and 
financial resources; (ill) corporate responsibility to customers and others; (iv) 
supervision and training of employees; and (v) whether the firm may act through 
agents as well as employees. 

When considering licensing for professionals, legislators must decide (i) what 
activities require licensing (e.g., differentiation between originators and “back 
office” personnel); (ii) whether to license professionals with prior criminal 
records; (ill) required education and training; (iv) what obligations professionals’ 
have to consumers; and (v) whether authority to conduct business is contingent on 
employment by a licensed lender or broker. 

Different state legislatures have addressed these issues in different ways. That 
said, as members of CSBS and AARMR have developed the uniform mortgage 
licensing applications discussed below, they have found many more similarities 
than differences among individual states' legislative and regulatory requirements. 

Licensing laws tend to treat mortgage-related enterprises alike. While a good 
argument can be made for this policy, based on equal treatment of all licensees, 1 
believe a better one can be made for altering the regulatory requirements based on 
the nature of the regulated enterprises. 
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We understand that the largest financial services providers operating in more then 
one state want more coordinated regulation among state agencies for licensing, 
examination and enforcement. ITie state of North Carolina, CSBS and AARMR 
support coordinated regulation in order to promote increased efficiency and 
modernization of financial services, healthy competition among providers, and 
greater availability of financial services and products. The CSBS/AARMR 
Residential Mortgage Lending Project is an opportunity both to reduce burdens on 
the industry and to help create more uniform nationwide markets, while increasing 
our citizens’ protection from mortgage fraud and predatory lending. 

To this end, the CSBS Board of Directors has established two task forces — The 
Residential Mortgage Lending Regulatory and Legislative Task Forces - to 
examine and improve the efficiency and effectiveness of the licensing, chartering 
and supervision of the nation’s state-regulated mortgage lending industry. Six 
state bank supervisors serve on each task force, representing the CSBS board of 
directors and all fifty states. 

Through the regulatory task force, CSBS, joined by AARMR, plans to identify 
and implement specific tools and approaches to reduce the regulatory complexity 
and compliance burden associated with making mortgage loans in more than one 
state, and to improve the state regulators’ enforcement tools against abusive 
lending practices and improve the professionalism of the industry. 

The legislative task force is examining the current framework of applicable state 
and federal laws for mortgage lending. The task force is charged with exploring 
state and federal legislative proposals to combat predatory lending and provide 
more uniformity for multi-state mortgage lenders. 

The Regulatory Taskforce has identified three specific goals: 

• Provide uniform mortgage application that meets the regulatory 
requirements of every state; 

• Develop a comprehensive Mortgage Licensing/Supervisory Database; and 

• Adopt a coordinated examination agreement. 

AARMR developed a model application that started as our foundation. CSBS, 
working with AARMR and with the input of industry representatives and policy 
makers, is using this model to develop an application that all state mortgage 
regulators will ultimately adopt. A uniform application will dramatically reduce 
compliance burdens for the mortgage industry by eliminating multiple, differing 
state mortgage license applications and requirements. 



101 


riic CSBS/AARMR Residential Mortgage Regulatory Taskforce (RMRT) 

A orking Group has nearly finalized uniform mortgage applications for lender and 
broker companies, individual loan originators and branch locations (see attached). 
Over twenty state mortgage regulators have agreed to beta-test the forms. The 
RMRT Working Group is still working on a uniform renewal application and 
hopes to have this document finalized and approved soon. Coordinated through 
CSBS. the group of twenty one states is conducting monthly face-to-face meetings 
lo accomplish these goals. 

It is important to distinguish between uniform applications and uniform standards. 
States that accept the uniform applications will still have the right to require 
additional information, and to set their own standards for business practices. 

1 lowever, our working group and task force are looking for ways to eliminate or 
harmonize these differences. 

3. Explain the difference between loan originators and mortgage brokers. 
Should licensing and/or registry be required of both? Why or why not? 

A loan originator is a broad term for an industry' professional who takes mortgage 
loan applications from consumers. There are two basic types of loan originators - 
retail and wholesale. A retail loan originator or loan officer is an employee of a 
lender who takes and funds the mortgage application. A wholesale loan 
originator, or mortgage broker, only takes applications from consumers and, in 
turn, sells completed applications to a lender who, in turn, funds the loan. There 
are also may other professionals involved in the loan origination process, 
including underwriters, processors, closers, administrative staff, etc. 

The underlying question is whether licensing or registration requirements should 
apply only to firms (or to individuals, in the case of mortgage banking or 
brokerage companies that operate as sole proprietorships), or to these firms and 
their employees. Ail current legislation would apply these requirements to firms; 
the issue of applying these requirements to loan-originating employees or, in some 
cases, agents, is contentious. 

The question of exactly what activities make an individual loan originator remains 
open for debate. Whether to require processors and administrative staff to be 
licensed has been and continues to be an issue of debate between state authorities 
and the industry'. Failure lo license or track individual originators in a meaningful 
way, however, will significantly reduce the effectiveness of regulation. Bad actors 
will be able to move among jurisdictions and employers, including "exempt 
enterprises such as banks and thrifts. 
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In North Carolina, as 1 mentioned, we license individual mortgage loan officers as 
well as mortgage banking and brokerage firms. The courts have ruled that we 
cannot license loan officers affiliated with national banks or savings and loans, 
even if they work for nonbank mortgage subsidiaries. 

The North Carolina General Assembly recently revised the NCMLA to grant the 
largest multi-state operations more flexibility in the licensing and assignment of 
their employees. In exchange, these companies take heightened responsibility for 
legal and regulatory claims arising from their employees' activities. The 
employees themselves have more limited and generally non-portable licenses to 
conduct business. For example, these “limited loan officers” cannot leave their 
employers and start their owm businesses without licensing and experience as “full 
service” loan officers. 

4. Should there be uniform standards for state education requirements 
(including continuing education requirements) for mortgage brokers? 

Yes and no, Yes, in regard to aspects of the mortgage lending business that are 
very general or national in nature: basic lending terms, federal regulatory 
requirements. No, in regard to matters of particular state significance, such as 
state laws regarding real estate transfer or liens on real estate and state consumer 
lending laws, including those on predatory lending. 

5. Should a uniform standard be a minimum standard, or a preemptive 
standard, i.e., should the standard be implemented as a "floor" or a 
"ceiling"? 


Since borrowers’ needs may vary widely from one state to another, uniform 
standards should be the floor, rather than the ceiling, for the mortgage industry. 
That said, states understand that they must be careful to balance the costs of each 
additional requirement with the benefits to our citizens. Our goal is to increase 
healthy, responsible competition in the mortgage marketplace, not to create new 
burdens or unnecessary barriers to entry. 

6. Explain the benefits and/or problems associated with multi-state 
licensing and registration requirements. 

While some argue that multi-state licensing creates unnecessary duplication and 
expense, policymakers must measure these alleged costs against the benefits of 
enhancing state regulators’ ability to know who is in their market.s, and their 
ability to police these markets more effectively. As 1 have noted, state regulators 
are working diligently to reduce unnecessary' friction without the loss of these 
substantial benefits. 
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Further, AARMR has developed a set of principles and examination procedures 
that would allow state regulators to coordinate on examinations of multi-state 
mortgage lenders. Working with AARMR, CSBS plans to formalize the use of 
these examination procedures to reflect the processes already in place for the 
coordinated supervision of state-chartered banks that operate branches in multiple 
states. 


7. What are the benefits of a national registry of licensed mortgage 
brokers and/or other loan originators? 

CSBS plans to create a robust, web-based system to draw from publicly available 
adjudicated information regarding the criminal history, credit history, consumer 
complaints, and enforcement actions for mortgage brokers, loan officers, mortgage 
appraisers, underwriters, and mortgage companies. The database would be 
available to state mortgage regulatory agencies and work within individual state 
laws, whether the licensing or registration requirements cover the individual loan 
originators or ju.st the mortgage company itself All licensed individuals in the 
system will have a unique identifying number. 

This would allow states, depending on their laws, to identify fraudulent and 
abusive lenders and brokers when they leave one state and seek licenses in 
another. States could generate reports on mortgage companies based on the track 
records of their employees in order to identify trends and patterns. As the number 
of licensed individuals and companies continues to increase, state banking 
agencies could leverage examiner resources by focusing on firms and individuals 
that demonstrate a heightened need for examination scrutiny. 

Identifying and removing these individuals and firms benefits consumers. 
Delivering such comprehensive supervision also benefits the vast majority of the 
mortgage banking industry by removing bad actors that have been the catalyst for 
the imposition of new regulatory and legislative approaches that affect both 
reputable and unscrupulous lenders cqually. 

Mortgage companies would be able to submit the uniform mortgage license 
application for their company and loan officers and other relevant employees 
through an efficient, w'eb-based platform. When the system is fully implemented, 
mortgage companies would also be able to; file one application for one or more 
stales; generate reports based on the number of individuals they have licensed 
ihroughoul the country; wire licensing fees to one central source; and generate 
reports on the total licensing fees they are paying. CSBS has asked the industry 
for suggestions about other services that could be made available through the 
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database. We will also be discussing how the system might best function with 
consumer advocates. 

A complete list of expected benefits from this registry is appended to this 
statement. 

8. Explain how a registry could be implemented and managed. 

CSBS and AARMR will use the uniform application forms to develop a 
nationwide on-line mortgage licensing database system. 

CSBS is in the process of contracting w ith the National Association of Securities 
Dealers (NASD) to build, deploy and maintain an electronic mortgage licensing 
.system. NASD is the world's largest securities self-regulatory organization, 
established under authority granted by the 1938 Amendments to the Securities 
Exchange Act of 1 934. While NASD has no regulatory authority over the 
mortgage industry, it does have a tremendous amount of experience in building 
and maintaining state-of-the-art national licensing systems, such as the Central 
Registration Depository (CRD) for securities brokers and dealers and the 
Investment Adviser Registration Depository (lARD). 

CSBS is working with NASD because NASD has built and maintains on-line, 
Internet-based, registration databases and application-processing facilities that link 
federal, state and self-regulatory participants and the securities industry. Given 
NASD’s vast experience in the national licensing arena, CSBS is looking forward 
to working with NASD in building and maintaining the mortgage licensing 
system. We intend to have this system fully functional by the end of 2006. 

9. Who should be required to participate in a registry? 

The national registry will include ail individuals and companies currently required 
to be licensed or registered under state law. Over time, we believe that the 
business advantages of being listed on this national registry will encourage most 
legitimate businesses and individual lenders to submit their information to the 
registry voluntarily, even if state law does not require them to do so. 

10. What impact will registration and licensing requirements have on 
curbing the proliferation of predatory lending? 

Licensing requirements such as North Carolina’s ensure that mortgage firms and 
individual mortgage loan officers are legitimate, have access to adequate financial 
resources, are trained appropriately, and offer their customers the necessary- 
recourse for complaints and concerns. All of these requirements, plus the threat of 
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losing a license for violations, make it more difficult for predatory and fraudulent 
businesses to operate in our state. 

A national registry will make it easier for us regulators, and ultimately for 
consumers, to identify businesses and lenders who have a history of complaints, 
violations, enforcement actions, judgments and questionable business practices. 

Our mobile society makes it too easy for criminals and unscrupulous lenders to 
pack up and move across a state's border; the creation of a national registry will 
make it much harder for these businesses and individuals to hide. 

11. What are the costs associated with registration and licensing 
requirements? What will the impact of those costs be on consumers, brokers 
and mortgage companies? Do the costs outweigh the benefits? 

Mortgage companies and individuals will pay licensing fees to the state regulatory 
agencies, and these fees will help fund the national registry. 

it is expected that there will be significant cost savings to mortgage companies 
who would be able to apply for a license in multiple states with just one 
application through this system. We anticipate that businesses will pass any 
additional costs along to consumers, but the costs will be so small, as a percentage 
of the volume of business these lenders do, that they are unlikely to have a 
significant impact on borrowers’ costs. 

As for whether these costs will outweigh the benefits, we have already seen the 
terrible costs to consumers of mortgage lenders that operate with no supervision or 
accountability. The State of North Carolina decided that those were costs it could 
not afford, and passed its Mortgage Lending Act in response. 

Conclusion 


CSBS is committed to the overall goal of enhancing a state regulatory system that 
works efficiently and effectively for borrowers, the industry, and regulators. 

CSBS is equally committed to a dialogue with federal and state policy makers and 
the mortgage lending and banking industries to address issues of applicable law 
and law enforcement aimed at ending abusive lending practices. 

Chairman Ney, we commend you. Representative Waters, and Representative 
Kanjorski for your interest in this issue and your commitment to improving the 
mortgage lending environment for both consumers and businesses. We look 
fonvard to working further with you toward our common goals. 
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i would be happy to answer any questions the members of the Subcommittee may 
have. 
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INTENDED BENEFITS FROM THE AUTOMATED MULTI-STATE 
MORTGAGE LICENSING SYSTEM AND DATABASE 

I. STATE REGULATORS 


1 . I'he system will result in improved access by state mortgage regulators to 
comprehensive databases including civil, criminal, regulatory and other actions 
providing greater resources and data for keeping bad actors from operating in states 
and better data to take appropriate regulatory action. 

2. Applications will be filed, reviewed and completed by the system saving state 
agency staff significant time and resources (estimated between 1-4 full time 
positions per state, depending on your application volume). 

3. Applications and amendments are received on-line, improving timeliness and 
reducing storage and per.sonncl costs. 

4. The system will result in more uniformity and better coordination, cooperation and 
communication between state and other regulators and other law enforcement to 
further reduce mortgage related fraud and other mortgage related abusive practices. 

5. The system will likely result in better, more up-to-date and uniform state laws, 
rules, regulations and policies as stales gain experience and reap the benefits from 
such a system. 

6. A successful state system will enhance the image of state regulators with state and 
federal lawmakers, policymakers, regulators, industry and consumers. 

7. The system will take advantage of technological innovations to enhance, modernize 
and innovate mortgage regulation going forward. 

8. A successful system may encourage other slate regulators to enhance their multi- 
state regulation of other industries, such as insurance, money transmitters, finance 
companies, etc., to the overall benefit of state regulation. 

9. State fees will be received by NASD and forwarded to the states via ACH transfer, 
saving resources and troubles with bad checks, lost checks, incorrect fees, etc. 

10. Eventually, renew^ai and branch filings and fees will be received by NASD and sent 
to states via ACH transfer, saving significant resources involved in processing these 
applications. 

11. All amendments to applications will be received from NASD on-line with 
notifications of such amendments brought to your attention for appropriate 
regulatory action. 
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!2. The system will create a regulatory “Race to the l op"’ with the higher standards of 
some states applied to companies operating in many states. For example, a stale 
that requires audited financial statements will set that standard for all states in 
which a company is licensed to do business. 

n. INDUSTRY 

1 . The system will facilitate industry hiring and retaining better employees. 

2. The system will allow industry to do one-slop filing and payment of fees pursuant 
to more uniform applications and amendments reducing costs and regulatory 
burden. 

3. Additions to the system of renewal and branch applications will result in even 
greater efficiencies and reduced burden. 

III. STATE REGULATORS AND INDUSTRY 


1 . More uniformity in the slate application process will enhance the state system and 
hopefully avoid further preemption or other federal alternatives. 

2. A better information database will be viewed positively as a significant state effort 
to reduce fraud and abusive practices in mortgage lending. 

3. The system will result in a significant reduction in regulatory burden for the 
mortgage industry, especially for those companies who operate in more than one 
state. 

4. The system will enhance the overall image of the entire mortgage industry from the 
smallest to the largest companies because it will reduce fraud and abusive practices. 


IV. SMALL COMPANY BENEFITS 

1. The system will allow even one-statc-only small companies to gain efficiencies 
through on-line filing, faster approvals of applications and better, more 
comprehensive information. 

2. Small companies that may have been deterred from applying in adjoining states 
because of regulatory burden will now find it easier to become licensed. 

3. Small companies with plans to add staff will find it easier and more efficient to 
license and renew' staff members. 
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1 Through efficiencies realized by state regulators from the system, states may be 
able to find ways to pass along some of their savings to small in-state companies to 
further reduce their regulatory burden. Examples could include reduced fees, more 
streamlined applications or examinations, etc. 

5, Even in-state-only small companies will benefit from an enhanced indu.stry image, 
reduced fraud and increased efficiencies from the system. 

V CONSUMER BENEFITS 


1 . Reduced fraud, fewer predatory practices and abusive players in the industry. 

2, Easy access through the Internet for the public about their company or potential 
company, 

’ Improved access to regulators and belter coordinated regulation. 

-1. More timely enforcement based on better and timelier information. 

5, The system will create a much more transparent, efficient, accessible and consumer- 
friendly regulatory environment in the mortgage industry. 


14 
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UNIFORM MORTGAGE CONTROL PERSONS INFORMATION 
FORM MU2 INSTRUCTIONS 


A. GENERAL INSTRUCTIONS , 

1. FILING -Form MU2 must accompany Form MU1, the Uniform Mortgage Lender/Ntor :gage Broker Application. 
Each individual, identified as a control person for the applicant on Schedule A, mu^f c omplete Form MU2, An 
appliccuit must also refer to each jurisdiction in which it is applying for junspi^ion-iSpe^ :ific requirements. 

2. TERMS USED - See the following Explanation of Terms page regardir^ltali 'Azm wo ds/phrases. 

3. UPDATING - The applicant must update information about a control ^rson a^reqiih ed^n each applicable 
jurisdiction by submitting amendments using Form MU2. Only comf^te the infbrmat^ jhat is being amended as 
well as the name of the control person and circle the question beingyamen^d. [ 

B. FILING INSTRUCTIONS 


Each individual identified as a control person on Schedules A ®r C mus tompletd Form MU2. A fully 
completed Form MU2 for each control person is required to submitU c to eachj 
applicant's initial Form MU1. Form MU2 may also accompany amendn efftp filed 


applicant should contact the appropriate jurisdiction(s) for at dittonal ^cific filind 
Employment history, item 5, provide the full legal name of th ? comp; 


The Acknowledgement & Consent section must incld^e^otarized orfainal rnanuaf 


D. The Mortgage Lender/Mortgage Broker Employrpent Repfe^e^tattonj 
signature. 

E. Type all information. 

F. Use only the current version of Form MU2 Cjii a reproduction o^it 
ATTACHMENTS - Provide the following: 

A. Pair of Fingerprint Cards if require^ by fef^lical^e jJnsdictk>n(^ per Hem 2, 

B. Jurisdiction(s)v/^^tson6uct additjpnal bacKgroi^d^mvestig^tionp {incl|jding pi 
history) as appropri^e for eapKj Jnsdittijn 

C. Depending^n the jurkdiction. in lividual idan ^tcersMollcjti 
MU4. Pfease check with ypur cnosenf/unsd/poo/if’^toverlfy 


FiNANplAL RESPONSIBI 

requirerients for ftnancial'r^spj 
person credit reports, financial 


Cheek with ^h /jinspietioni 
ibnsibiii^ demoptra^d ^ coni 
staterr/ents, si/rety bonms). miAi 


[driginpi 

reqt 


ljurisdiction along with the 
|on Schedule C. The 
requirements. 


[ny. bebinnirig with your current employer. 


signature. 


secticit mus^jpfclude original manual 


lal credit and employment 


itors may also need to complete a Form 
[diirements there. 


in VI hich^e applicant is applying to determine 
itijolpi !^ns. These may include the submission of 
■ limum net worth, or other requirements. 


RE QUfREMENTte - Cb^k j 

a list o\ requirement^ uniqu^ tc the jivisdicti6n(s). irrclud 


ritii Mch jurisdiction in which the applicant is applying for 
iq^plicable fees, etc. 


HPLANATipN OF TERMS 

(The|fol|owjni i terms i^rejfaliclzed throughout form MU2.) 

leplyieg on - >r amending this form, 

lo direct the management or policies of a company, whether through ownership of 
if otheniise. Aj^erson that (i) is a director, general partner or officer exercising executive responsibility 
or fundlions); tii) directly or indiiectly has the right lo vote 10% or more of a class of a voting security or 
or direcMhe sale of 10% or more of a class of voting securities; or (iii) in the case of a partnership, has the 
upon dissolut^n. or has contribuled. 10% or more of the capital, is presumed to control that company. 

^SON - A^ncfividual named in item 1A or in Schedules A, B or C that directly or indirectly exercises control over 
or employment - This term is used throughout this form regardless of whether the relationship involves a W-2 


t contfi 
s: milar sibl 
/?r lo set 


EMPLOYEF^ 
status "efTi 
restrictions is^such relationships. 


.jjyee>^f a 1099 status “independent contractor.' Chedt with the iurisdicUon(s) for specific requirements c 



Ill 


JURISDICTION - A stale, the District of Columbia. Ihe Cwnmcmwealth of Puerto Rico, or any subdivispn or regulatory body 
thereof. / 

PERSON - An individual, partnership, corporation, trust, ot oWrer organization. / 


2 FOR THE PURPOSE OF ITEM 6 / 

CHARGED - Being accused of a crime in a formal complaint, information, or ^dictn 


|en : {or e^t ralent formal charge). 
:ficn, preliminary injunction, or a 


dpriate federal or state agency 


-yincludea(1).a (mahcial i ervic^ authoniy of a foreign country; 
in goNjernment .t) ac^mis er or ^for^its laws relating to the 
vlat^ ^fivities, ana (3) a foreigKjrtembership organization, a 
in finan :iai iemc ?s activities listed above. 


ENJOINED - Includes being subject to a mandatory Injunctkm, prohibitory inji^fidn, prelimjinary injunction, or a 
temporary restraining order. I { J I 

FELONY - For jurisdictions that do not differentiate between a felony and a ^pfiqemeanoya felony is an offense 
punishable by a sentence of at least one year imprisonment and/or a fine < f at leas blOOO. ji he term also includes a 
genera! court martial. 

FINAL ORDER - A written directive or declaratory statement issued^by an arpfcpnate federal or state agency 
pursuant to applicable statutory authority and procedures, ttiat constitute ; a final ^spo: tlion or action by that federal or 
state agency. 

FINANCIAL SERVICES OR FINANCIAL SERVlCES-REytfED - Pertaining to se ountielylommodities, banking, 
insurance, consumer lending, or real estate {including, bu^ot limrtedito. cCtmg as or i>emg asaociated with a bank or 
savings association, credit union, mortgage lender or momage broker | 

FOREIGN FINANCIAL REGULATORY AUTHORSTY Ylnclt^a(l) a (ina )cj 8/; ervic^ authonly of a foreign country; 
(2) other governmental body empowered by a/ror^j(, government. t) acmmis er or fenfor^ its laws relating to the 
regulation of financial servicBS~di^nancial ^nvicei-m/afiM ^fivities, am (3) a foreigKjnembership organization, a 
function of which is to reqj/i^te ihe^articipptlomof its in finan nal . ;emc ?s activities listed above. 

FOUND - Includes ad<^rse final aciuonj , inclodifWcons^ decipes ir wh: ch thf respondent has neither admitted nor 
denied the findingl but does no« include a^emems. ^ficiency letersy-examination reports, memoranda of 
understanding, tei ers of caution, adn ion shmerp, and similar in/onnal resi i^rtions of matters. 

INVOLVED - Dong an^i^^r omissio i or a ding, abeltiiig.yfc.ounselYg, commanding, inducing, conspiring with or 
failing reasonably to sup irviseianother ir doim an aclor ormSsK^. / 

MISDEMEANOR - For . urisdk ttdns t la! do m I differknliale a felony and a misdemeanor, a misdemeanor is 

an offense puniskabte b/ a se itence of essT lan oni year i^fisonment and/or a fine of less than $1,000, The term 
also includes a sp eciat .c )urt m artial. \. ^ 

ORDER - A wri ten; di ectiv€ is8U€d \ ursujnt to statutory authority and procedures, including orders of denial, 
suspension, or re vocatii m; dcss not include: .pecial stipulations, undertakings or agreements relating to payments, 
limitations on acti' tty or cither restricfions Unles 3 they are included in an order. 

PROCEEDING - triclud 5S a/formal adr wi?(fative or civil action initiated by a governmental agency, self-regulatory 
oiganization or a oreign finencial legula sify authority, a felony criminal indictment or information (or equivalent forma! 
charge); or a mis lememrS' criminal information (or equivalent formal charge). The term does not include other civil 
litigation, investig rtibhs,;dT arrets or similar charges effected in the absence of a formal criminal indictment or 
information (or eq jivalenl formY charge). 
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FORM MU2 


CONTROL PERSONS INFORMATION 
UNIFORM MORTGAGE LENDERfflflORTGAGE BROKER AfiPLICATION 


I Dale of tiling: 

WARNING : Failure to keep this form current arid to file accurate suppterrterrtary information m 
provisions of law applying to the conduct of busitress as a mortgage lender oymof 
and may result in disciplinary, administrative, injurtcUve or crimHia! ar^iort. / 

INTENTIONAL MISSTATEhU^S 

O R OMISSIONS OF FACTS MAY CONSTITUTgCRIliiBH 

APPLICA TI ON □ R ENEWAL □ AMENDME NT □ (ettectwfe dat^ 

1. individual's identifying information / 

A. Full last, first and middle names: I' 

Last name First name Ftril n KtiAe name 

B (1) Social Security Number; J , 

C. (1) Date of Birth (MM/DD/YYYY) (2) State/Provirfce of Birth/ 



a timely t»sis, or otherwise to comply with the 
gag/brpi^r may violate the laws of the jurisdictions 


i^lOLA-nC^S. 

) To amend, circle items being amended, 


Suffix 

a{2) Gender; 

jo M; le O Female 

(3) Country of Birth 


D. List all other name(sj you have used or are using, or by whid>^QU ^ k low or ha e beer known other than your legal name, since the age 
’ 8 This field should include for exampt^ nicknames, aftas/artd nar^s jsed e/afler maftiaBe/|(Use add i tional sheet s a s necessary). 

Name p. Name ' 1 71^ ame ^ ' |l' Name 

E. If this filing makes a name change on behaFofttre’bWivWO^i enter t « ne vnanv and at ach suppo ting legal documentation 


F. Office of Emp/oymeoLaddress; (Do not use a RO/bojc) / 


s is your private resKfence, check this box. 


G. Current Reekfence addre5s\ if diferenlf 


jphone Numbers and e-r*aii address / 
iitess phona--^ / 


t. I swear or aft 
complete to the 

2. I authorize a 
on its behalf, an 
general repulatx 


nformaeon riiingrepresentaioh:- • 

sent thffl f am s^mittmg, hkve sut mated, or promptly will submit to the appropriate jurisdiction($} two fingerprint cards as required 

Card mrcodep: : / 

aptyfng ks a cqntml person pnly :in unsdiclionjs) that do not require me lo submil fmaerormt cardisV 

' '• I / y CdN^L PERSON'S ACKNOWLEDGMENT & CONSENT: 

rm thajjl ha)/4 readjind unoerefano the items and instructions on this form and that my answers (including altachments) are true and 
lest of.ij^nowledde. I untietsland that l am subjeclto admmislralive, civitoi criminal penalties if I give false or misleading answers. 

; my diifreriva.nd Mrmer employers, law enforcement agencies, and any other person to furnish to any jurisdlctior}. or any agent acting 
’ tnfqrmaflOT.theyhave, including without limitation my creditworthiness, character, ability, business activities, educational background 
rt,; history. Bf:nwemp/oymer?f and, in the case of former employers, complete reasons for my terminalton. 


Subscribed and Bwoj^efore me _ 


Signature oi Control Person 


Print Notary I’ubhc Name 


-;i!!lCg!!I22!»5;P.ae’'P». es tMM (DD/Y YYY) Coun ty or Nolarv SionauIiT" 

MORTGAGE LENDER/MORTGAGE BROKER EMPLOYMENT REPR’eSENTA’tIo^N ' 

(1) To the best of my knowledge ana belief, the conirol person is currently bonded where required, and, at the time of approval will be familiar with the 
statutes, regulations, and rules of the junsdiclionfs) wrth which this apj^icalion ts being filed, and will be fully qualified tor the position for which 
S completeness of the informaHon contam^d m and with 

Ih,; S™ signed .1.74, m ^'“'^1 


j uate (MMiDO.YVYY) Name of Mortgage LenOei/Uorigage Broker ^ ~~ — ' — 

By; 

Fhml Name and Title ~~ " ~~ 

- musr_3/wg)g^b^qrtg/e^ onSlU^ l^^onual signat ure end notarizatioj^Amrn^^o;;;^.^^^ 

i DO NOT WRITE BELOW THIS LIN E - FOR OFFICIAL USE ONlV ^ 
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Residenliai History Starting with current address (««n 1G). give all addresses for Ihe past 10 years, (Attach additionarsheet's a 
necessary i 


From 

(MMrVYW) 

To 

.MM.YYYY; 

Street Address 

City 

Slate or 
Province 

Zip OI / 
=’ostal Cdd 


Counlry 






1 / 







”~Z" 












Z 







T~ 

z 









f~ 

r 









1 

z' 


z' 




































\ 







4. £mp/oy/7ie/if History: Provide complete emp/oymenr 
employmenis. ss\t-employmenl, military service, and 
travel, etc. Indicate by "Yes” or "No” whether this em 

lislory for the past lO^e^s: Accbur 
homemaking. Also inctu^perKXft s 
oformenf was finarH^I service-remei 

1 

t alt tirr 

as. on 
.isinasa 

S § c 

ling fu 
d. full- 
laddit 

y 

art-time 

student, extended 
sheets as needed.) 

From 

(MiA'YryY) 

To 

(MMlYYYYt 

Employer 
(company name) 

Position Held : ; • 

^ r ' T 


ity 


Sta 

Pro 

ince 

Counlry 

Yes/No 










\ / 





./■ \ 

z 

M 

Z/ 









y w 


1 

p' / 

/ / 









Z 



/ / 












/' 

/ / 



Zl 







zZ 





/ y 

















i / 













/ 














V / 



















5. Other Business: Are y< 
otherwise’ (Please IncI 
as tax exempt.) KYES 
address of the other bu 
your relationship; the at 
other business. (Attach 
□ NO □ YES 

u curre'f 
de non 
providi 
messt.t 
proxima 
Sddilion 
detaJis: 

tty eng 
ffnanci 
the fo) 
le nat) 
le num 
I) s^e 

.ged:m 
fse/v« 
jwihgd 
re of mi 
ber ofp 
saspe 

any i 
es-ri 
etail 
oth 
ours 
ede< 

herb 

afeda 

it«r 

bus! 

rtonWf" 

siness either as a proprietor, partner, officer, director, employee, trustee, agent or 
ctivity that is exclusively charitable, dvic, religious, or fraternal and is recognized 
ame of the ether business, whether the business is rmancial services-relaled; the 
ess; your position, title, or relationship with the other business; the start date of 
you devote to the other business, and briefly describe your duties relating to the 


6. Disclosures: fftheansi 
explanation of terms se 

'er to any of the f^lowing is "YES’, provide complete details of all events or proceedings in an attachment. Refer to the 
ition of the instroOTons for explanations of italicized terms. 


Fir>ancial Disclosure 


A. Within the past ten yevs' 
( 1 ) have you filed a pe 


'SPna! bapiCruptcy petition or been the subject of an involuntary bankruptcy petition? 

(2) based upon evenlslthaufccurred while you exercised control over ii, has any organization filed a bankruptcy petition or been 
me subject of an invoiiAita^y bankruptcy petition 
B. Has a bonding company ever denied, paid out on, or tevcAed a bond tor you’ 

C Do you have any unsatisfied judgments oi kens against you’ 



D. Have you ever; 

( 1 ) been convicted of or pled guilty or nolo contendere (”no contest") in a domestic, foreign, or military court to any f 0 jpn/> 

(2) been charged with any felon/? j 

E. Based upon activities that occurred whit you exercised confro/ over it, has art orgarfeation ever; / 

(1) been convicted of or pled guilty or nolo contendere ("no contest") m a domestic, foreign, or military cgjxrtjto aiw fel ^ny? 

(2) been charged with any felony? / \ I / 

F. Have you ever; / | 

( 1 ) been convicted of or pled guilty or nolo contendere ("iw contest") m a domestic, foreign, or mniiary copn to a mtsdeim anor 
involving financial services or a finaoc/a/ services-relaled busiitess or arry fraud, false statements or omiMions theft or an t 
wrongful taking of property, bribery, perjury, forgery, counterfeitii^, eidorlion. or a conspiracy to commit any o>mese offens es? 

(2) been changed with a misdemeanor specified in6F(1)? j/" 

G. Based upon activities that occurred whit you exercised control over rt. has art organization ever 

(1) been convicted of or pied guilty or nolo contendere fno contest") in a domestic, foreign, or r ulilary cou t to a misd rneanor 

specified in 6F(1) / a 

(2) been c/rarged with a misdemeanor specified in 6F(1) / 

Regulatory Action Disciosure 

H. Has any State or federal regulatory agency or fore^ f«ar>da/rego/a/oryatrfhontfi^ ever \ A 

(1 ) found you to have made a false statement or (Mwission or been dishoitesl./Infair or urrethiidll’ j ^ I 


(2) found you to have been involved in a violation of a nnancial services-rel£led regulationt ) or tatulet j 

(3) found you to have been a cause of a financial services-retated business havings auih. nzai on to d ) busin ss denied j 

suspended, revoked or restricted? /?7\ / / ) / 


(4) entered an order against you in conneptio^^ilh a financial pnhctsjeiai^ a<^ily' 

(5) denied, suspended, or revoked ypdf 'egistr^on or t*c^a/disc®lir4jtyou s'l oiherwiselby cj-der piisvented you liom 

associating with a ffnancia/sewces-re/atedsusin^ or (jtstncied four apfivilje^ j \ 


(6) denied, suspended, or reydKed your tegisliatan or icense. d^plmed/ou o^t 
associatirrg with a finaxial services-relaled besint ss or, rei^icled yoJr actitmie; 


(7) barred you from association witb'an Entity '« 
financial services-relamd bU6ine^?\ • 


cense, diactpimed you oyotnerwist by c der. prevented you from 
iS 01 , reMricled yo^r activities? 

by sum commiKjdii. jButhi/rrty. ag ncy, dr^fficer, or from engaging in a 


(8) issued a final order bas ad eb v slations 'orOTy'tew >r regiil ilions theit prohiWWifauIehtf manipulative, pr deceptive conduct? 

t. Have you ever had an aulloraatio i to act as an attorr }y..acc tuntanf.br State or ttcwal contractor that was revoked or 
suspended? .1 


J. Are you now the subject e: any- 


jlatory jjrodeec^ng hat coi Id result a '> 
CwiI « iKlicfa Disclosure 


■ answer to any part of 6H or 6t? 


YES 

'no 

□ 

o 

□ 

□ 

O 

□ 

O 

□ 

□ 

□ 

O 

□ 

□ 

O 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

o 

□ 

□ 

o 

□ 

n 

□ 

□ 

□ 

□ 

□ 

□ 

□ 
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UNIFORM MORTGAGE LENDER/MORTGAGE BROKER APPLICATION 
FORM MU1 INSTRUCTIONS / 

GENERAL INSTRUCTIONS / 

1. Form MU1 is the Uniform Mortgage Lender/Mortgage Broker Application. Any^pp/i/ani for a Mortgage Lender or a 
Mortgage Broker license may apply \o jurisdictions Oiat have adopted the Umfoi m Appli :ation using Form MU1. An 
applicant must also refer to each junsdiction in which it is applying for/unsdi^n-sp scjfic rer sments. 

2- TERMS USED - See the following Explanation of Terms page regarding itaplzed wor Js/phrasi is. 

3. UPDATING - The applicant must update information when required in each appficafc !e junsdf T/on in which it is licensed 

by submitting amendments using Form MUI. Only compile the information that is^eing arrinnded as well as the name 
of the applicant and circle the question being amended. I V 

4. CONTACT EMPLOYEE - The individual listed as the contact employee n ust be a j ihorizecHo receive all compliance and 

licensing information, communications, and mailings, and be responsi >!e for T 5semin<iting it within the applicant's 
organization. ' ^ 

FILING INSTRUCTIONS f 


A, A fully completed Form MU1 is required to be submit^ to. eacb j\pisdictH>n whnn \he^J^aplicant is filing for the first 

time. The applicant should contact the appropriate jiyfsdictionjs) for >pectf c filini i requirements, including applicable 
fees. / j 

B, The Execution section must include notarized origirpl mapCbl sigr atur 5, for he ini iai FormlMUl filing. 

C Type all information. /O i { } \ / 


B ow wifn nitial hppicatio^s. Use Schedule C to update Schedules 


D. Use only the current versioapf Form MUI ^d ife Schedul^ or a i epn iductibn of tt\eny/ 

ATTACHMENTS - Provide Ihe tallying/ J / 

A Schedules A, B/^nd C - File S<med jles A arro B onty wifn nitial sppi cations. Use Schedule C to update Schedules 

A and B as ne^ed / / / / 

B File a Form MU2 for each indivk ua designated on Schedule A o C “control person". 

C. Enclose a CenificataxST^od St me ihg fr( m IhejSecrfetaw of Stae or similar state authority for the state where the 
applicant obta ned ib legaflstatiis lisi ad in tern 3(1 and jt^diction{s) for which the applicant is applying. 

D. if the applicant is a p jrtnerpip of an fforrr . enctope a copy/otme partnership agreement. 

E. Some jurisdicaonjs) equiri sepa 'att .filinc s for use of fietj^us name/lrade name/doing business as name(s), Check 
with the jurisdlption(i I to ddterfbir e s jch r< quirenWnts, ^6 attach a copy of such filing if required by that jurisdiction. 

F. The name, fulfdetive 7 addess; ; nd felep’ lone the registered agent for service of legal process. Check 

with the junsdlction(i } to detefmij e il the n gislered agent is required to be located within theyur/sd/cf/oni's^ in which 

you are applying. , j. : 

G. Depending on the/u(isd/cf|bn,,ihdivicuat lo in officers (also called "loan solicitors" or “loan originators”) may need to 
complete a Fcfrn ML 4, Pfeaseihec r witWyour chosen jurisdiction(s) to verify the requirements there. 

H. Depending on the ji nsdftion, pran<. h offices may need to complete a Form MU3, Please check with your chosen 

jurtsdiclion(s) jo verif requremepfs there. 

FINANCIAL responsibility/- Check with each jurisdiction in which the applicant is applying to determine 
requirements for financial responsibility. These may include the submission of financial statements, surety bond{s), 
minimum net wortlh, or other requirements. 

JUR/SD/CnOW-SPECIFIC/REQUIREMENTS - Check with each jurisdiction in which the applicant is applying for a list of 
requirements unique [o)^ jurisdiction(s), including applicable fees, records retention, etc. 
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EXPLANATION OF TERMS 

(The following terms are italicized throughout form MU1.) 


APPLICANT - The mortgage lender or morigage broker applying on or amending this form. The only in^tai ice in which the applicant is an 
individual is in the case of a sole proprietorship. . 

CONTROL - The power, directly or indirectly, to direct the managemwit or poKdes of a copfpanyi whether t trough ownership of securities, 
by contract, or otherwise. Any person that (i) is a director, general p^tner or officer exercising executive : espbnsibility (or having similar 
status or functions), (ii) directly or indirectly has the right to vote 10% or more of a class/Of a voting si cunty ot ra ; the power to sell or direct 
the sale of 10% or more of a class of voting securities; or (iH) in the case of a partneryhip. has^e r ghi to recei e upon dissolution, or has 
contributed, 10% or more of the capital, is presumed to contrc^ that company. / / 

CONTROL PERSON - An individual named in (tern 1A cff in Schedules A, B or a that qirectl^r inditecfiy exercises control over the 
applicant. j,/ 

JURISDICTION - A state, the District of Columbia, the Commonwealth of Puerto Rice or any su x ivision or i egulatory body thereof 
PERSON - An individual, partnership, corporation, trust, or other organization. y 


FOR THE PURPOSE OF ITEM 8 

CHARGED - Being accused of a crime in a format complaint, informjrfph.- or iT 


rent <of equivalenl formalich^ge). 


CONTROL AFFILIATE - A person named in Item 1A or in Schedules A. B or ) ^ ; confro person or any othJr individual or organizalion 
that directly or indirectly controls, is under common control vim, of is controlfi d by, the ap, >licanl, \ icluding anl current employee except 
one performing only clerical, administrative, support or similjy Kinclions, or wfK . reg irdtess 3f title, i: erforms no executive duties or has no 
senior policy making authority. !'^\ 

ENJOINED - Includes being subject to a mandatory (njuBCfion^tohjfclory irr unch 'n. prel minary i^^uncli^jlf or a temporary restraining 

FELONY - for juns^&ions\ha\ to not difjereni ste b&wej^fra felcmy and a mi. dem 'anor, a felony is an offense punishable by a sentence 
of at least one ye^mprisonmehl ^d/orp fine ^ at leJsl SI.OO^Tfie^rm alsr inck des a gmeral court martial. 

FiNANCIALStRVICES OR FINAi ICIA . SERN/IC^'RELMkO yPeilaining to si cufitiw. commodities, banking, insurance, consumer 
lending, or eal estate (inckiding, bu not iirhfted ta acting a^f be^ associate i wilt a b^k or savings association, credit union, mortgage 
fender or IT ortgage broker)., / / / f ' 

FOREIGN FINANCf^lT^ iQULAT AUTHORITY -/ thClo|eSy/l) a ffoj pefaf services authority of a foreign country; (2) other 
governmer lal body empow ired by ; for sign go ernmenl to adminf^er enjdrce its laws relating to the regulation of financial services or 
financial sr rvrees-n lated a tivitfes,' ind (3) a f< reign m« rnbership 6rTO(ijz^ion. a function of which is to regulate the participation of its 
members ii financii I servia '$ activiti js Ii Jed abi ve. / 

FOUND - ncludes adverse final ac ions . inciud ig consul decre^in which the respondent has neither admitted nor denied the findings, 
but does n it ipciudi s agreer ients, d fick ney tett ;rs, examlrotiofjHfeporls. memoranda of understanding, letters of caution, admonishments, 
and similar informal resoluti' m-bf nhetter i... . -T . 

INVOLVED - Dotn j an ac or omlssior of aidng, abetting, counseling, commanding, inducing, conspiring with or failing reasonably to 
supervise i nother tr doing an act of omii siort. 

MISOEME. kNOR - 'Ot junsdicliore that fo n<^ifferentiate between a felony and a misdemeanor, a misdemeanor \s an offense punishable 
by a seniei ce of les s th^ one yefir impr soprtient and/or a fine of less than $1,000. The term also inciudes e special court martial. 

ORDER - \ wfitler ^^ctive issued pui^ant to slalulory aulhorily and procedures, including orders of denial, suspension, or revocation; 
does not irdude social slipul^lions, undertakings or agreements relating to paynrents, limitations on activity or other restrictions unless 


PROCEED 

financial rJ 
information! 
effected in i 


Ing - includes^ formal administrative or civil action iniliated by a governmental agency, self-regulatory organization or a foreign 
\gulatory ault^iity: a felony criminal indiciment or information (or equivalent forma! charge), or a misdemeanor criminal 
(or equn^n! forma! charge). The term does not include other civil litigation, investigations, or arrests or similar charges 
!he abs^ce of a formal criminal indictment or information (or equivalent forma! charge). 
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FORM MU1 

PAGE 1 

(Execution Page) I Date of Filing; _ 


UNIFORM MORTGAGE LENDER/MORTGAGE BROKER APPLICATION" 


Effective Date 


OFFICIAL USE 


failure to keep this form current and to file accurate supplementary mfonnation on a timeiy basis, or the failure to keep accurate books 
and records or otherwise to comply with the provisions o< law a^^tying to the corHfoct of business as a mortgage lender or mortgage 
bicker may violate the taws of the JurisdicUons and may result m disciplinary, administrative, injunctive or criminal action 

INTENTIONAL MISSTATEMENTS OR OMISSIONS OF FACTS MAY CONSTITUTE CRIMINAL VIOLATIONS. 


'lEW APPLI CATION □ R ENEWAL □ CLOSURED AMENDMENT □ n ammt circle iKm ( s) brng amended. 


Exact name, principal business address, mailing address, if different, and telef^KKte nianbers of applicant: 
A Fuli name of applicant. 


IRS Employer Identification Number 


C. (1 i Name under which business primarify rs or will be conducted, if iMferent from Rem 1A 


(?) List any other name(s) by which the appftcanf conduds or will conduct business and the /ufT^»cf/ort(s) in which they are or wilt be used 


(Use additional sheet s as nece ssary) 



1 Name 

iunsdiction 

1. Name 

Junsdiction 


3 Name 

JunsdKiion 

t. Name 

Jurisdiction 

D. 

If this filing makes a name change on behalf of the applicani, enter the new name and specify whether Ihe name change is of the | 

E, 

Main address: {Do not use a P.O. Box) 





NiA-npc' and Siiefit 

C«y 

SraierCoumry Zv 

jiPosial Code 

F. 

Mailing address, if different 





I’ClliPil,' f4L>mt)8i onaStiBCl 

CAy 

SiaierCouniry K'pr 

A/r'usiai Code 

G. 

Telephone Numbers and Website address 
Business phone 


Fax line 



Afen Cud(i Tsiaphonp nurr^ie' 


Area Code tetepnone Number 


H, 

I, 

UlU, URt 

Other than the office in IE, does the conduct business vyith consumers through branch offices or other business locations? 

Q YES □ NO (In certain jurisdictions, branch offices or other business locations must be reported or approved. Use Form MU3.) 

Contact Employee: 


Nuine and Tills 


Area Code Telephorre Number 



Number and Slrool 

City 

StaieiCountry Zip' 

■4rPostai Code 

J, 

E-mail Address 

Employee authorized to respond to consumer complaints: 

Fai Numbai 



Name and liiin: 


Area Code Telephone Number 



Nu"'be' anfl Strael Cily SlalsrCoumry 

Zip'ie/Rostai Code 



K 

E riMii Address f*» Number 

Physical address of location where the official books and records of the applicani will be kept Check each jurisdiction for specific records 
retention requirements, 


0'9ar.;2elipn Name rn ditterent irom appl’cann or Records CusloMn Name 

Area Code Tfiiecfiooe Number 


EXECUTION: 

fhs undersigned, being first duly sworn, deposes and says that he/she has executed this form on behalf of. and with the authority of. said applicant. 
The undersigned and applicant represent that the infoimation and statements contafoed herein, including exhibits attached hereto, and other information 
ited herewith, all of which are made a part hereof, are current, true and complete The undersigned and applicant further represent that to the extent 
?ny information previously submitted is not amended such information is correnlly accurate and complete 

5iile (MM/OP/VVVV. Nafiw C* Appstam 









Signal u'l 



'rim Name and TiUe 







Pimi Noiwy Nam 


Vtent.' 

Tea. 


fh/s page musf alwaysbe completed in fu ll with origin al, manual signature and n otarization . Affix notary stamp or seal w/wre applicable 
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Enter appropriate number in the box(es) for each juriscHclion: 

Enter “O" if applicant is not and does not intend to do bu5tr>ess in \ha\ jurisdiction » a nwrtgage lender fML) and/or mortgage broker (MB) 
Enter '1' if applicant newly applying in that jurisdidion as a mortgage lender (Rfl.) artd/or mortgage broker (MB). 

Enter ''2" if applicant has a pending application in th^ jurisdicrion as a mortgage lendw (ML) and/or mortgage broker (MB). 

Enter "S” if applicant is already licensed/registered in that juristSclion as a mortgage tender (ML) and/or mortgage broker (MB). 

Enter "4" if applicant ts doing or wtii do business there, but that /onsdfctidn does nrrt Bcense/register this business activity 



ML 

MB 


ML 

MB 


ML 

MB 


ML 

MB 

a&ama 



HlfiOIS 



Montana 



Pu.no B, CO 



asra 



ndiana 



■lebraska 



^hode island 



izona 






ifevada 



South Carolina 



Kansas 



<ansas 



itew Hampshire 



Soutri Dakota 



jMornia ORE 



<eniucky 



Vew Jersey 



Tennessee 



alifornia DOC 



-ouisiana 



ilew Mexico 



Texas - OCCC 



jlorado 






Vew York 



Texas - SMI 



jnneciicul 



klaryfand 



liwtti CaroKna 



Utah 



slaware 



lAassachusetts 



ii(»1h Dakota 



i/ermont 



strict 0* Columbia 



iflichigan 



Dhio 



Virginia 



onda 



ifinnesola 



Oklahoma 



biVashington 



soigia 



Mississippi 



Dregon 



West Virginia 



awaii 



Missouri 



'enrwylvartia 



iMsconsin 



aho 



Missouri 



Pennsylvania 



Wyoming 



i. A indicate legal status of appfcan/. ] 


□ Corporation □ Sole Pioprielotship □ Other (specify) 

□ Partnership □ Limited Liability Company 

B. Applicant’s fiscal year end (MM/DD): 

C. If other ihar^ a sote proprietorship, indicate date and place app/icanf obtained its legal status (i.e.. state or country where incorporated where 
partnership agreement was ^ied, or where applicani entity was formed): 

State/Country of formation: Date of formation (»*TOorvYYvi: 

D. If applicant is a publicly traded corporation, please insert stock symbol: 

A. Directly or indirectly, does applicant control, is applicant controlled by. or is appbcanf under commort control with, any person that is YES NO 

engaged in the business of a mortgage lender or mortgage broker? If no, goto 4B. □ Q 

(check only oite tor each relationship, attach additional copies as needed) 

This Partnership, Corporation, or Organization 

r’snnfrtrip Corpergnon. or 0'{|ani2gl>on Msme 

□ controls applicant Q is controlled by applicani □ is under common control with applicant 


B • n j [I lu sisierCftunir. Zip»4rPosiai Cose 

Briefly describe the control relationship, including ar> organizational chart which shows the relaliortship. Use additional sheets for comments if necessary. 


B. Directly or indirectly. Is applicani controlled by any of the following? // no, go to 5. YE 

C 

□ Bank Holding Company □ National Bank □ Slate Member Bank of the Federal Reserve System 

U Stale Non-Member Sank O Savings Assoctalion/Savings Bank □ Credit Union D Foreign Bank □ Thrift HoWmg Company 


Briefly describe the control reiaiionship, including an organizational chart which shows the relatioSr^Use additional shtels for coverts if necessary 


Si^Oule A and, if applicable. Schedule B must be completed as part of ail initial applications 
Arn endments to schedutes A and B must be providecl on Schedule C as changes occur. 
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5 Check type(s) of mortgage related business engaged in {or lo be engaged in. if not yet active) by applg^ant 

A. First mortgage loans 

B. Second mortgage loans 

C. Home equity loans, including lines of credit 

D Loans guaranteed by the Federal Housing Administration (FHA) 

E. Loans guaranteed by the Veterans Admirtistration (VA) 

F Reverse mortgage loans 

G. High cost home loans (refer lo various state definitions of cowred transactions) 

H Mortgage Servicing 

I. Other mortgage products and services(lt 'yes', briefly deserve below) 

J. Credit insurance 


O 

O 

□ 

□ 

□ 

□ 

□ 

o 

o 

o 


Does applicani engage in any non-mortgage-related busirress? 
if "yes” briefly describe 


YES 

NO 

□ 

o 

YES 

NO 

□ 

□ 


Does applicant occupy or share space with, or jointly market with, a reai e 
If "yes" provide the name of that other company. 


e cwnpany or settlement company? 


n attachment Refer to the e 


Criminal Disclosure 

YES 

NO 

A Has the applicant oi a control afhhale ever 

(1) been convicted of or pled guilty or nolo contendere {"no contest”) in a domestic, foreign, or military court to any lelony? 

□ 

□ 

(2) been charged with arty felony^ 

□ 

□ 

8. In the past ten years has the applicant or a control affHiaie 

(1) beert convicted of or pled guilty or nolo contendere ("iio contest”) kt a domestic, foreign, or military court to a 

misdemeanor mvoMng: financial services or a financial services-relatad business or any fraud, false statemertls or 
omissions, theft or any wrongful taking of property, bribery, perjury, forgery, counterfeiting, extortion, or a conspiracy to 
commit any of these offenses'^ 

□ 

Q 

(2) been charged with a misdemeanor specified in 5B(1)? 

□ 

□ 

Regulatory Action Disclosure 



C. Has any State oi federal regulatory agency or foreign financial regulatory authority ever 

(1) found the applicant or a control affiliate to have made a false statement or omission or been dishonest, unfair or 
unethical? 

□ 

□ 

(2) found the applicant or a control affiliate to have been involved in a violation of a financial servicee-related reguiatton{s) or 
sf8iule(s)2 

D 

O 

(3) found the applicant or a control affiliate to have been a cause of a financial sen/ices-related business having its 
authorization to do business denied, suspended, revoked or restricted? 

□ 

□ 

(4) entered an order against the applicant or a control affiliate in connection with a financial sen/ices-related activity? 

□ 

□ 

(5) denied, suspended, or revoked the applicant's or a control affiliate's registration or license or otherwise, by order, 
prevented it from associating with a financial seA'ices-re/afed business or restricted its activities? 

□ 

0 

D. Has the applicant's or a control affiliate's authorization to act as an attorney, accountant, or State or federal contractor ever ^ 
been revoked or suspended? 

0 

□ 

E. Is the applicani or a control affiliate now the subject of any regulatory proceeding that could result in a "yes" answer lo any 
part of 5C2 

□ 

□ 

Civil Judicial Disclosure 



F, (1) Has any domestic or foreign court: 

(a) in the past ten years enjoined the applicant ot a confrofa/W/iaie in connection with any financ/a/services-re/afed 
activity? 

□ 

Q 

(b) ever found the applicant or a control affiliate was involved 'm a violation of any financial serv>ces-re/afedslatute(s) or 
regutal!on(s)2 

O 

□ 

(c) ever dismissed, pursuant to a settlement agreement, a financial serv/ces-refafed civil action brought against the 
applicant or control affiliate by a State or foreign financial regulatory authority? 

□ 

D 

(2) Is ihe applicant or a control affiliate named in any pending financial services-relaled tM'A action that could result in a 
"yes” answer lo any part of 5F(1)? 

□ 

0 

Financial Disclosure 



C. In the past ten years has the applicant or a control affiliate been a mortgage lender or a mortgage broker or a control 
affiliate of a mortgage lender oi a mortgage bioker that has been the subject of a bankruptcy peftfion‘> 

□ 

n 

H Has a bonding company ever denied, paid out on, or revoked a bond for the applicanr'> 

n 

□ 

1 Does ihe applicant nave any unsatisfied ludgmenfs or liens against if? 

□ 

□ 
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Sc 


DIREC 


EXEC’ 


(Answi. 


!. Use 


appiK 1 

1. List below 1, 

(3) 

each i 


Chief- 

(b) 

in Ihe 


unie". 


Direc^ 


class 


stepc- 


sister 


right It 

(c) 

in the ( 


dissolu 

fd) 

m Ihe c 


or havi 

(e) 

in the c< 


contnb 

({) 

in certf 


apphea 

Are there anj 

1. Complete the 

shareholders 

5. {a) 

In the ( 


confrc) 

(b) 

fn the 'P 


A 

AND 

:ers 



OFFICIAL USE 

Date- 

- 


in new applications to provide informabon on direct owners and executive officers of the applicanl. Use Schedule B ir 
i information on indirect owners. File all amendments on Schedule C. Complete each column. 


les of: 

■' person and executive officer, including Chief Exeoitive Officsr, Chief Fmancial Officer, Chief Operations Officer, Chief Legal Officer, 

; iinnce Officer, Director, and individuals vwlh similar status or functions; 

ot :in applicant that is a corporation, each sharehr^er ftat directly ovms 10% or more of a class of a voting security of the applicant, 
‘phcant is a publicly traded company, 

i iiclude any person that owns, beneftciaHy owns, has the right to vote, or has the power to sell or direct the sale of, 10% or more of a 
r, ■security of the applicant For purposes ^ this Schedule, a person beneficially owns any securities (i) owned by his/her child, 
i. ds htid. parent, stepparent, grandparent, spouse, stoting. mother-in-law. father-in-law, son-in-law, daughter-in-law, brother-in-law, or 
■iciimg the same residence; or (ii) lhat he/she has the right to acquire, wtthin 60 days, through the exercise of any option, warrant or 
i':-e the security, 

I an applicanl that is a partnership, att gerteial partners and those limited and special partners that have the right to receive upon 
I have contributed, 10% or more ot Ihe partrtership's CdfMal. 

. ! a trust lhat directly owns 10% or more of a class of a vofmg securdy of the applicant, or that has the right to receive upon dissolution, 
•■'ibuted, 10% or more of the appf/cant's capital, the trust arxJ each trustee; 

■I an applicant that is a Limited LiabiWy Company {"LLC*). (i) those numbers lhat have the right to receive upon dissolution, or have 
1 0% or more of the LLC's capital, and (s) it managed by elected managers, all elected managers; and 

isdiclions. other required persons, irwluding "qualified persons" or branch supervisors. Check with the jurisd/c/;on(s,l in which the 
> 'plying for details. 


;ct owners of the applicant required to be reported on Schedule B"? 


d Yes 


□ No 


01 Status" column by entering boardrinanagemenl titles; status as a partner, trustee, sole proprietor, or shareholder, and for 
' »5S of securities owr^ed {if more than one is issued). 


'“C’l Person' column, eriter "Yes" if the person has 'conlroT as defirred in the instructions to this form, and "No" if the person does not have 
•te that under this definition, most executive officers and all 1 0% owners, general partners, and trustees would be "control persons". 

;ii.iy Traded” column, if the owner is a publidy traded company, enter Ihe stock s)TObol: otherwise enter "NA”. 


FULL LEGAL NAME 

(Individuals: Last Name, First Name. Middle Name 

Title or Status 

% 

Ownership 

Control 

Person 

Publicly 

Traded 

SS. No, IRS Tax No. 
or Employer ID 
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Schedule B 

Aoplicant Name: 

OFFICIAL USE 

INDIRECT OWNERS 



(Answer for Form MU1 Item 4) 




Date. 



Use Schedule B only in new applications to provide information on the incfirect owners of the apf^icsnl Use Schedule A in new applications to provide 
information on direct owners. File all amendmerrts on Schedule C. Comf^ete each column. 


With respect to each owner listed on Schedule A, (except indivkhral owrters). list bekAv 


(a) m the case of an owner that is a corporation, each of its sharehoklefs that benehdany owns, has the right to vote, or has the power to sell or direct 
the sale ot, 25% or more of a class of a voting security of that co^ration; 

For purposes of this Schedule, a person beneficiaHy owns any securities (i) owned by his/her child, stepchild, grandchild, parent, stepparent, 
grandparent, spouse, sibling, mother-in-law, father-irt-law, sort-in-law. daughter-in-law. brother-in-law, or sis!er-m-law, sharing the same residence, 
or (ti) that he/she has the right to acquire, within 60 days, throu^ the exercise of any option, warrant or right to purchase the security. 

(b) m the case of an owner lhal is a partnership, ail general partners and those hmrted and special partners that have the right to receive upon 

dissolution, or have contributed, 25% or more of the partnership's capital; 

(d) in the case of an owner that is a trust, the trust and each trustee; arrd 

(e) in the case of an owner lhal is a Limited Liability Company (“LLC"). (i) those members that have the right to receive upon dissolution, or have 

contributed, 25% or more of the LLC's capital, and (li) rt managed by elected managers, all elected managers. 


Continue up the chain of ownership listing at! 25% or more owrrers at eadi level. Once a public reporting company is reached, no ownership information 
furthei up the chain of ownership need be given. 


Compleie the Status" column by entering status as a partner, trustee, shar^okJer, etc. and if shareholder, class of securities owned (if more than one is 
issued) 


In the Publicly Traded ' column. 


IS a publicly traded company, enter the stock symbol; otherwise enter “NAT 


FULL LEGAL NAME 

(Individuals Last Name, First Name. Middle Name 

Entity in Which Interest 
is Owned 

Status 

% 

Ownership 

Publicly 

Traded 

S S. No., IRS Tax No. 
or Employer ID 
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Schedule C 

Aaolicant Name' 

OFFICIAL USE 

AMENDMENTS TO 
SCHEDULES A & B 



(Amendments to for 

FormMUl !h- 

Dale; 



This Schedule li u$cu to amend Schedules A and 8 of Form MU1. Refer to those schedules for specific instruclions for completing this Schedule C. 
Complete each column. 


In the Type of Amenc)ni; nt (“Type of Amd.”) column, indicate "A* (adrfitbn), *D* (deletiort), or “C" (change in information about the same person). 


t. List below all changes to Schedule A (DIRECT OWNERS AND EXECUTIVE OFFICERS); 


FULL LEGAL NAME 

(Individuals. Last Name, First Name, Middle Name 

Type 

of 

Amd. 

Title or Status 

% 

Owi^rship 

Control 

Person 

Publicly 

Traded 

S.S. No., IRS Tax No, 
or Employer ID 


















1 






















































t. List below all changes to Schedule B (INDIRECT OWNERS): 


FULL LEGAL NAME 

(Individuals' Last Name. First Name. Middle Name 

Type 

of 

Amd. 

Entity in Which 
Interest is 
Owned 

Status 

% 

Ownership 

Publicly 

Traded 

S.S. No , IRS Tax No. 

Of Employer ID 

































































Sepi 
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UNIFORM MORTGAGE LENDER/MORTGAGE BROKER APPLICATION 
FORM MU1 INSTRUCTIONS / 

GENERAL INSTRUCTIONS / 

1. Form MU1 is the Uniform Mortgage Lender/Mortgage Broker Application. Any^ pp/^an: for a Mortgage Lender or a 
Mortgage Broker license may apply to jurisdictions that have adopted the Umfoim Appiiation using Form MU1. An 
applicant must also refer to each jurisdiction in which it is applying for jurisdic^on-sp seine ret [}iif|sments. 

2- TERMS USED - See the following Explanation of Tenns page r^arding italfcized wor fs/phrases. 

3. UPDATING - The applicant must update information when required in each, ap^at ie /unsdif/on in which it is licensed 

by submitting amendments using Form MU1. Only complete the informat on That isxeing amended as well as the name 
of the applicant and circle the question being amended. yi J 

4, CONTACT EMPLOYEE - The individual listed as the contact employee n usl be a j honzec^ receive all compliance and 

licensing information, communications, and mailings, and be responsnte for 1 1 ssemin: ting it within the applicant's 
organization. ) a 

FILING INSTRUCTIONS f 


A A fully completed Form MU1 is required to be submillOTto eaefc j\}fisclic!i( n wh m mej^pplicant is filing for the first 
time. The applicant should contact the appropriate jiinsdicUon(s) for specif c filin i requirei nents, including applicable 
fees / 

B. The Execution section must include notarized original manti^l sigr aturp, for he ini tal FormlMUl filing. 

C. Type all information. I / ) 1 \ 

D. Use only the current veisioiLof Form MU1 ^d ife Schedul^ or a eproducli )n of tnei^/ 

ATTflf'HMFWT'^ _ PrnuiAo ih« fnl]\winn y H ./ / . \ 


2. ATTACHMENTS - ProvKfe the following/' V / ^ / /I 

A. Schedules A. B/&nd C - File Sr^ed jles A arro B only wijh nilial sppi cations Use Schedule C to update Schedules 

A and B as ne^ed '1 / / / / 

B. File a Form M J2 lor each indiviaua designated on Schedule A oi C a^a "control person". 

C. Enclose a Cei tificata-df^pd St^c mg fn m the jSecritar^ of St^e or similar state authority for the state where the 
applicant obta ned iti legaftstatus lis' ed in tern 3C and W tt^yu^/cf/on^s) for which the applicant is applying. 

D. if the appiican is a p srtnershlp of an > forrr , encio >e a copyAine partnership agreement. 

E. Some jurisdicl on(s) 'equin ; Separat ' filinc s for u ;e of ficMous name/trade name/doing business as name(s). Check 
with the jurisd :tion(i ) to d< tentiirie s uch r« quirerrients. ^ attach a copy of such filing if required by that /urisdfet/on, 

F. The name, full deh've y adc ress, and telep lone the registered agent for service of legal process. Check 

with the jurisdi :tion(i } to d« terrnirfe il the r< gislered^ent is required to be located within the jurisdiction(s) in which 
you are appiyi tg,., ... ■ ' 

G Depending on theyu. 'sdietjon. inpivic ual lo m officers (also called "loan solicitors" or "loan originators") may need to 
complete a Fo ‘m ML 4, Pfease chec r wit^your chosen jurisdiction(s) to verify the requirements there. 

H. Depending on the ycr/sdcf/on. oramh offices may need to complete a Form MU3. Please check with your chosen 
jurisdiction(s) o verify the requiremebte there. 

3. FINANCIAL RES TONSTbILITY /- Check with each jurisdiction in which the applicant is applying to determine 

requirements for Inahcial resMnsibility. These may include the submission of financial statements, surety bond(s), 

minimum net worth, or other'rMuirements. 

4. JURISDICTION’S ’EClFIC/REQUtREMENTS - Check with each jurisdiction in which the applicant is applying for a list of 

requirements uniq je to tro juhsdiction(s), including applicable fees, records retention, etc. 
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EXPLANATION OF TERMS 

(The following terms are italicized throughout form MU1.} 


APPLICANT - The mortgage lender or mortgage broker applying on or amending this form. The only in^taijice in which the applicant is an 
individual is in the case of a sole proprietorship. 

CONTROL - The power, directly or indirectly, to cfired the man^ement w policies of a copfpanW whether through ownership of securities, 
by contract, or otherwise. Any person that (i) is a direclw, general partner or officer ew:cising|exKutive, jespbnsibility (or having similar 
status or functions); (ii) directly or indirectly has the right to vole 10% or more of a dass/6f a voting s^unty c^ha i the power to sell or direct 
the sale of 1 0% or more of a class of voting securities; or (iu) in the case of a partnership, has,4ne rjgh! to recei e upon dissolution, or has 
contributed, 10% or more of the capital, is presumed to coning that oampany. 

CONTROL PERSON - 
applicant. 


- An individual named in Item 1A w in Schedules A. B or (I . that airectit or indirectly Jexercises control over the 


JURISDICTION - A state, the District of Columbia, the Ct^monwe^th of Puerto Ric( , or any su icjivision or ijegulatory body thereof. 
PERSON - An individual, partnership, corporation, trust, or other organization. / 


FOR THE PURPOSE OF ITEM 8 
CHARGED - Being accused of a crime in a formal complaint, infoirnafioh. of 


CONTROL AFFILIATE - A person named in Item 1A or in Schedules A, 8 or 
that directly or indirectly controls, is under common control or is. controlled by, 
one performing only clerical, administrative, support or simil^ funcliop; 
senior policy making authority. 


juivalenf fotmalj^ ge). 

persod or any ofhr r individual or organization 
the apblicant, ticluding an i current employee except 
or v/hd, regirdless pf tilie’, derforms no executive duties or has no 


lidmenlCof e |i 
^ coniro 


Includes being subject to a manda 


ENJOINED - 

order. 

FELONY - For juris^fions that d 
of at least one yeanmprisonrneni d 


FINANCIAL ^RVICES OR: FINANCIAL; SERVI 


lending, or 
lender or m 


real estate. (iricfiiding.'buj 
[ortgage broker). • 

FINANCMClT^eUUTfaRlI 



ilory in unctiin, prel minary ihjLtncliprt, or a temporary restraining 


R rrn atsr 
tainihg 


AUTHpRITY W IrKluees^i) a finjpciat services authority of a foreign country: (2) other 
governmer sal body empowfered.by a for rign go|ernment/to: admWter At enfr^ its laws relating to the regulation of financial services or 
financial st rvices-n lated attivities,' fend (3) a fdreign mdmberehip or^\jjzition. a function of which is to regulate the participation of its 
members ii hnanch I sen/ices activilibs ii ited above ^ 


s adverse fii 
j' I agreer lel 
si resolutii mr 


iency left 



-:Ooinp an ac^ or Omjsstor|:or aid| 
e i noth'er i 

i, kNOR - 

SI ce of led; 


H writteri c 


rdemi 'anor: 
incU desa gj 
to S' curifiW, 


felony is an offense punishable by a sentence 
ifeneral court martial. 


commodities, banking, insurance, consumer 
acting ajfr^ bejftg a^^ciaf^ wi«|a^nk or savings association, credit union, mortgage 


inciud ng cons^f decre^ in whir* the respondent has neither admitted nor denied the findings, 
jrs. examh^fiof>^ports. memoranda of understanding, fetters of caution, admonishments. 


ng, abetting, counseling, commanding, inducing, conspiring with or failing reasonably to 

- p ..piifferentiate between a fe/ony and a m/sdemeanor. a mtsdemeanor\s an offense punishable 

s th^ one year impr soprfient and/or a fine of less than $1 .000. The term also includes a special court martial. 

. p/ecWve isj/ued pur^ant to statutory authority and procedures, including orders of denial, suspension, or revocation; 

dude Sffecial stipulations, undertakings or agreements relating to payments, limitations on activity or other restrictions unless 
11 luded in an order j 

_ NG - Includes j/lormai adminislralive or civil acllon iniliated by a governmenlal agency, self-regulatory organization or a toreign 
ugo/a/ory au^nly: a lelony criminal Indictmenl oi information (or equivalent formal charge); or a misdemeanor criminal 
n tot equivateni formal charge). The lerm does not include other civil litigation, investigations, or arrests or simitar charges 
he abs^ce of a forma! criminal indictment or information (or equivalent formal charge). 
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FORM MU1 

PAGE 1 ; 

{Execution Page) j Qate Of Filing: 


UNIFORM MORTGAGE LENDER/MORTGAGE BROKER APPLICATION 


OFFICIAL USE 


Effective Date 




Failure to keep this form current and to fite accurate suf^lemertary information on a lirr>ely basis, or the failure to keep accurate books 
and records or otherwise to comply with the provisions of law ap^iyiRg to the coridoct of business as a mortgage lender or mortgage 
broker may violate the laws of the junsdictions and may result in dtsc^finary. administrative, injunctive or criminal action 

INTENTIONAL MISSTATEMENTS OR OMISSIONS OF FACTS MAY CONSTITUTE CRIMINAL VIOLATIONS. 


^lEW APPLI CATION □ RENEWAL □ CLOSURED AMENDMENT □ To amend, circle llemls) b eing immaed. 


Exact name, principal business address, mailing address, different and telephone nwnbers of applicant: 
A. Full name of applicant: E 


(1) Name under which business primarily is or vwB be conducted, if different from Item 1A 


(2) List any other name(s) by which the applicant conducts or wll corKfuct business and the junsdictionls) in which they a 
(Use additional sheet s as nec es sary) 


Name 

NcP'ie 


If this filing makes a name change on behalf of the applicant, enter the new name and specify whether the name change is of the 
D applicant name (1A) or Q business name (1C) 


Mam address: (Do not use a P.O. Sox) 


CoUe 


F Mailing address, 'f different 


G. Telephone Numbers and Website address 
Business phone 


T«ieonon« Number 


■re*er"3'^ Number 


H. Other than the office m IE. does the app/fcanf conduct business with consumers through branch offices or other business locations? 
Q YES □ NO (In certain jufisdiclions. branch offices or other business locations must be reported or approved. Use Form MU3 ) 

I. Contact Employee: 


Tele^ne NurriMi 


Number and Siieet 


Zip>4/Posial Code 


Teli^>hone Numbai 


Numbor and Sneel 


2>p-liPo»ial C<x»e 


K. PhysiMl'Vddress of location where the official bo<As and records of the applicant will be kept. Check each jurisdiction for specific records 
retention requirements. 


m aoplicenr) or ReitiiOs CuStoiMn Name 


Sie'ciCounirt 


EXECUTION: 

The undersigned being first duly sworn, deposes and says that he/she has executed this form or* behalf of. and with the authority of. said applicant 
The undersigned and applicant represent that the infermalior* and statements contained herein, including exhibits attached hereto, and other information 
ited herewith all of which are made a part hereof, ate current, true and complete The undetsigried ar*d applicant further represent that to the extent 
tny information previously submitted ts not amended such information is correnlty accurate and complete. 


subscribed and sworn before rr 


m Noia<y fuDhc Name 


^ CoiTWiss^ion e.pii cs jMM fODiYYYVj CcmlY o’ 

Thrs page musf always completed in full with original. 


Nmar y SiQf^aiua 

manual signature and notarUatiori. Aff ix notary sfam^ 


seal where applicajije^ 
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Enter appropriate number in the box(es) for each Jurisdictkm: 

Enter "0" if applicant is not and does not intend to do business inthat/urisdrcf/bn as a mortgage lender {ML) and/or mortgage broker (MB). 
Enter "1" if applicant is newly applying in that junsdrctror} as a mortgage terwier (ML) and/or mortgage broker (MB). 

Enter "2 " if applicant has a pending application in that jurisdiclion as a mw^age tender (ML) andJot mortgage broker (MB). 

Enter '’3' if applicant is already Hcensed/registered m that jurisc^ion as a mortgage lender (ML) and/or mortgage broker (MB). 

Enter ''4” if applicant is doing or will do business there, but that jurisdiction does not license/register this business activity 


Indicate legal status of applicant. 

□ Corporation Q Sole Proprtetorship Q Other (specify) 

□ Partnership □ Limited Liability Company 

Applicant's fiscal year end (MM/DD); 

If other than a sole proprietorship, indicate date and pface applicani obtained its legal status {i.e.. state or country where incorporated, where 
partnership agreement was filed, or where applicani ei^tity was formed): 


Slate/Country of formation: Oale of formation iMWvviyrrfy. 

D, If applicant is a publicly traded corporation, please insert stock symbol: 

A Directly or indirectly, does applicani control, is applicani controlled by. or is applicant under common control with, ariy parson that is YES HO~ 

engaged in the business of a mortgage lender or mortgage brc*er? If no. go to 4B. □ Q 

(check only one for each relationship, ahach additional copies as needed) 

This Partnership, Corporation, or Organization 


n controls applicant 


P»nnmnt> Co>po>»>ion. tx Orgaraj 

□ IS controlled by applicant 


□ IS under common confro/ with applicani 


Muwoer *nn oirwi , , , Stata/CDuntry 2>p-*4/Poi1al Coda 

Briefly describe the control relationship, including an organizational chart which shows the relationship. Use additional sheets for comments if necessary. 

B, Directly or indirectiy, is »pp//certfcortf/-o//ecfby any of thefoifowing? //no, gofo 5, YES NO ' 

□ □ ^ 

0 Bank Holding Company □ National Bank □ Stale Member Bank of the Federal Reserve System l 

U State Non-Member Bank □ Savings Associalion/Savings Bank □ Credit Union □ Foreign Bank □ Thrift Holding Company ! 


Briefly describe the control relaiionship. including an organizational chart which shows the relationshir"use additionai sheets for 


comments if necessary 


Schedule A and, if applicable. Schedute B must be completed as part of atl initial applications 
Amendments to schedutes A and B must be provided on Schedule C as changes occur. 
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5 Check lype(s : o( mortgage related business engaged in (or to be ertgaged in. if not yet active) by applicant 

A First mortgage loans 

B. Second mortgage loans 

C. Home equity loans, including lines of credit 

D. Loans guaranteed by the Federal Housing Artronstrabon (FHA) 

E. Loans guaranteed by the Veterans Administration (N./A) 

F Reverse mortgage loans 

G. High cost home loans (refer to various state definitions of covered transactions) 

H Mortgage Servicing 

I, Other mortgage products and setvices(lf “yes", briefty descrX>e below) 

J. Credit insurance 


o 

□ 

o 

□ 

□ 

□ 

o 

□ 

□ 

□ 


Does applicant engage in any non-mortgage-related business? 
if "yes" briefly describe, 


YES NO 

□ o 


Does applicant occupy or share space with, or jointly market with, a real estate company or settlement company? 
If "yes" provide the name of that other company. 


YES NO 

□ □ 


if the answer to any of the following is "YES", provide corr^lete details of ail events w proceedings in an attachment. Refer to the e 
section of the instructions for exptanatiorrs of ilalic»2ed terms. Remember to file updates of these disclosures as needed overti 


Criminal Disclosure 

A Has the applicant or a control affihale ever. 

(1) been convicted of or pled guilty or nolo contendere ("no contest") in a domestic, foreign, or military court to any felon/’ 

(2) been charged with any felony? 

B In the past ten years has the applicant or a control aff^iale 

(1) been convicted of or pled guilty or nolo contendere ("no contesr) in a domestic, foreign, or military court to a 

misdemeanor involving: financial services or a financial services-related business or any fraud, false statemerrts or 
omissions, theft or any wror\gfu' takirrg of property, bribery, perjury, forgery, courtterfeititrg. extortion, or a conspiracy to 
commit any of these offenses? 

;2l been charged with a misdemeanor specified m SBlt)’ 


Regulatory Actiorr Disclosure 

C . Has an. Slate or federal regulatory agency or foreign financial regulolory aufhonty ever ■ 
(1) found the applicant or a control affiliate to have made a false statemenl or omission i 
unethical'’ 


been dishonest, unfair or 
violation el a financial services-relaled regul0tion(s) orj 


(2) found the applicant or a control affiliate to have been involved in 
slatutets)? 

(3) found the applicant or a control affiliate to have been a cause of a financial services-relaled business having its 
authorization to do business denied, suspended, revoked or restricted? 

(4) entered an order against the applicant ot a control affiliate in connection with a financial services-relaled activity? 

(5) denied, suspended, or revoked the applicant's or a control affiliate sregisbation or license or otherwise, by order. 
prevented it from associating with a financial se/vices-refafed business or restricted its activities'’ 

D. Has the applicant's or a control affiliate's authorization to act as an attorney, accountant, or Stale or federal contractor ever 
been revoked or suspended? 

E is the applicant or a control affiHale now the subject of any regulatory proceeding that could result in a "yes" answer to any 
part of 5C'’ 


YES 

O 


□ 

□ 


O 

□ 

□ 

□ 

□ 

□ 


□ 

o 


□ 

□ 

□ 

Q 

□ 

□ 


Civit Judicial Disclosure 

F. (1) Has any domestic or foreign court: 

(a) in the past ten years enjoined the applicant or a control affiliate in connection with any financial services-relaled 
activity? 

(b) ever found the applicant or a control affiliale was invdved in a violation of any financial services-related statute(s) o 
regulation{s)? 

(c) ever dismissed, pursuant to a settlement agre^ent, a finanoaf services-relaled civil action brought against the 
applicant or control affiliate by a State or foreign financial regulatory auinority? 

(2) is the applicant or a control affiliate named in any pending financial services-related oivW action that could result in a 
"yes" answer to any part of 5F(1)'’ 


Fir>anclal Disclosure 

G. In the past ten years has the applicanl or a control affiliate been a mortgage tender or a mortgage broker or a control 
affiliate of a mortgage lender or a mortgage broket that has been the subject of a bankruptcy petition? 

H Has a bonding company ever dented, paid out on, or revoked a bond for the applicanf’ 

I Does the applicant have any unsatisfied judgments or liens against rt? 


□ 

□ 

n 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

o 

□ 
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Schedule A 


OFFICIAL USE 

DIRECT OWNERS AND 



EXECUTIVE OFFICERS 



(Answui 1oi FormMUl Item 4) 

1 Date. 



1 . Use SchecJuie A only in new applications to provide information on the direct owners and executive officers of the applicant Use Schedule B in rrew 
applications Jo provide information on indirect owners. File alt amendmer^ on Schedule C. Complete each column. 


2. List below the names of: 

(a) each control person and executive officer, including Chief Executive Offter. Chief Financial Officer, Chief Operatiorrs Officer, Chief Legal Officer, 
Chief Compliance Officer, DirecSot, and individuals with similar status or ftirtctions: 

ib) in the case of an applicant that is a corporation, each sharehoMer that tRrectty owns 10% or more of a class of a voting security of the applicant. 
unless the applicant is a publicly traded company. 

Direct owners include any person thal owns, beneficiary owns, hasttieright to vote, or has the power to sell or direct the sale of, 10% or more of a 
class of a voting security of the applicant. For purposes of this Schedule, a person beneficialfy owns any securities (i) owned by his/her child, 
stepchild, grandchild, parent, stepparent, grandparent, spouse, sttjting. mother-in-law. father-in-law, son-in-law, daughter-in-law, brother-in-law. or 
sister-in-law, sharing the same residence, or (ii) that he/she has dte right to acquire, within 60 days, through the exercise of any option, warrant or 
right to purchase the security. 

(c) in the case of an applicani that is a partrrership, all general partners and those limited and special partners that have the right to receive upon 
dissolution, or have contributed, 10% or more of the partnership’s coital: 

(d) in the case of a trust that directly owns 10% ot more of a class of a voting security of the applicant, or that has the right to receive upon dissolution, 
or have contributed, 1 0% or more of the applicani's capital, the trust and each trustee; 

(e) in the case of an applicant that is a Limited Liability Company (“LLC"). (i) those members that have the right to receive upon dissolution, or have 
contributed, 10% or mote of the LLC's capital, and (ii) if managed by elected managers, all elected managers; atrd 

(f) in certain jurisdictions, other required persons, including ‘qualified persons' ot branch supervisors. Check with the junsdiction(s) in which the 
applicant is applying for details. 


3- Are there any indirect owners of the applicant required to be reported on Schedule B? O Yes O No 


4 Complete the Title or Status' column by entering board/managemenl titles; status as a partner, trustee, sole propnetoi, or shareholder; and for 
shareholders, the class of securities owned (if more than one is issued). 


5. (a) in the "Confroi Person’ column, enter “Yes’ if the person has 'conlror as defined in the instructions to this form, and "No" if the person does not have 

control. Note that under this definition, most executive officers and all 10% owners, general partners, and trustees would be "control persons'. 

(b) In the “Publicly Traded’ column, if the owner is a pi*licly traded company, enter ffie stodr symbol: otherwise enter "NA". 


FULL LEGAL NAME 

(Individusls; Last Name, First Name. Middle Name 

Title or Status 

% 

Ownership 

Control 

Person 

Publicly 

Traded 

S.S.No., IRS Tax No, 

Of Employer ID 
















































































i ^ 
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Schedule B 

INDIRECT OWNERS 

(Answer for FoTn MU1 Item 4) 


Appl/cani Name. 

OFFICIAL USE 

Date. 



Use Schedule B only in new applications to provide infonnation on the indirect orniers of the appliC3nt. Use Schedule A ir 
information on direct owners File all amendments or> Schedule C. CoiniMete each cofumn. 


w applications to provide 


WKh respect to each owner listed on Schedule A. (except individual owners), listb^ow: 

(a) in the case of an owner that is a corporation, each of Hs shareholders Oiat beneficialtv owns, has the right to vote, or has the power to sell or direct 
the sale of, 25% or more of a class of a voting security of th« coloration: 

For purposes of this Schedule, a person beneficially owns arry seoirities (i) owned by his/her child, stepchild, grandchild, parent, stepparent, 
grandparent, spouse, sibling, mother-in-law, tather-in-law. sorr-in-law. daughter-in-law, brother-in-law, or sister-in-law, sharing the same residence, 
or (11) that he/she has the right to acquire, wilhirr Kl days, through the exercise of any option, warrant or right to purchase the security. 

(b) In the case of an owner that is a partnership, all general partners atrd those limited and special partners ihat have the right to receive upon 

dissolution, or have contributed, 25% or more of the partnersh^'s capital; 

(d) in the case of an owner that is a trust, the trust and each trustee; and 

(e) in the case of an owner that is a Limited Liability Cwnpany ("LLC"). (i) those members that have the right to receive upon dissolution, or have 

contributed, 25"% or more of the LLC's capital, and (ii) if managed by eieded managers, all elected managers 


i Continue up the chain cl ownership listing all 25% o 
further up the chain of ownership need be given 


e owners at each level. Once a public reporting company is reached, no ownership information 


Complete the ' Status column by entering status as a partner, trustee. sharehoWer. etc. and if shareholder, class of securities owned (if more than one is 
issued). 


In the ' Publicly Traded' column, if the owner is a publicly liaded company, enter the stock symbol; otherwise enter "NA' . 


FULL LEGAL. NAME 

(Individuals lasi Name. First Name, Middle Name 

Entity in Which Interest 
is Owned 

Status 

Owrretship 

Publicly 

Traded 

S.S No., IRS Tax No 
or Employer ID 






















































































j 

_ 
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Schedule C 


OFFICIAL USE 

AMENDMENTS TO 



SCHEDULES A & B 



(Amendments to answers for 

Date: 


Form MU1 item 4) 




I . This Schedule is used to amend Schedules A and B of Form MU1. Refer to those schedules for specific instructions for completing this Schedule C. 
Complete each column. 


1. In the Type of Amendment fType of Amd ”) column, indicale "A" (addition}, "O" (det^ion). or'C" {charrge in information about the same person). 


5. List beiow all changes to Schedule A (DIRECT OWNERS AND EXECUTIVE OFFICERS}; 


FULL LEGAL NAME 

(Individuals Last Name, First Name, Middle Name 

Type 

of 

Amd 

or Status 

% 

Ownership ; 

Control 

Person 

Publicly 

Traded 

SS No . IRS Tax No. 
or Employer ID 






1 


































































List below all changes to Schedule B (INDIRECT OWNERS); 


FULL LEGAL NAME 

(Individuals: Last Name. First Name, Middle Name 

Type 

of 

Amd. 

Entity in VWrich 
Interest is 
Owned 

Status 

% 

Ownership 

Publicly 

Traded 

S S, No.. IRS Tax No. 
or Employer ID 

































































r5ion200SSep1 
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UNIFORM MORTGAGE CONTROL PERSONS INFORMATION 
FORM MU2 INSTRUCTIONS 


A. GENERAL INSTRUCTIONS . 

1 . FILING - Form MU2 must accompany Form MU1. the Uniform Mortgage Lender/f\toi gage Broker Application. 
Each individual, identified as a control person for the applicant on Schedule A, must. c Dmplete Form MU2. An 
applicant must also refer to each jurisdiction in which it is applying for jurisfi^ion-spe :ific requirements. 

2. TERMS USED - See the following Explanation of Terms page regardii^taiiizw wc ds/phrases. 

3- UPDATING - The applicant must update information about a control p^son a^requi e^n each applicable 

jurisdiction by submitting amendments using Form MU2. Only compfete the infermatfon h--*--*--- -> 

well as the name of the control person and circle ttie question bein^amen^d j 

B. FILING INSTRUCTIONS 


ihat is being amended as 


Each individual identified as a control person on Schedules A 4f C mus complex Form MU2. A fully 
completed Form MU2 for each control person is required to hi submits q to each jurisdiction along with the 
applicants initial Form MU1. Form MU2 may also accompany amendfr^ts filed on Schedule C. The 
applicant should contact the appropriate jurisdiction(s) for ar ditional ^cifi : filing requirements. 

Employment history, item 5. provide the full legal name of th i compdny, be jinnin | with your current employer. 
The Acknowledgement S Consent section must inchj^e^ob rized orninal r lanua signature. 

The Mortgage Lender/Mortgage Broker Bmployrj^nt Repfe; ejjitaiionjs 
signature. 

Type ail information. 

Use only the current version of Form MU2 d a reproduclu n it 


secticp mus|^i^. 


2 ATTACHMENTS - Provide the following: 

A. Pair of Fingerprint Cards if require/ by 

B. Jurtsdiclion(s) ^,;with6onduct additonal bj 
history) as afJproprtme for ea^jJn$di\ 

C. DependinQ onihejurtsdicim, inoividi 

MU4. check vijth y jur cnosei 

FINANCIAL RESPpNSiatlT’ ' 
requir^ents for financialrfesp 
credit regfirts, finani ' 


person 

JURISpiCTICfN-SPBCWlCl 
requirements, uniqu! 


APPLICANT - The) 

CONTROL 

securities, conlr; 
(Of having si 
has the powpi lo set 
fight to rece 

CONTROL PERSON 

(he applicai 

EMPLOYE^ 


EXI 

(Thd following 



insdict >n(s^ per item 2. \ 
iveslig itionk (incijiding pai 


:!ude original manual 


inal credit and employment 


BQUIREMEI 

A the yci'isd/cffiii 


s origin itors may also need lo complete a Form 
:f e reqi irements there. 

lictiori in w hicWne applicant is applying to determine 
coht\olp i^ns. These may include the submission of 
minimwii net worth, or other requirements, 

fith:^ch jurisdiction in which the applicant is applying for 
ig^plicabie fees, etc 


PLAMATIpN OF TERMS 

terms\re4(allcized throughout form MU2.) 


aftplyiihg on or amending this form. 

The 0 iwer.^irecW or inAirec^, to direct the mar>agemenl or policies of a company, whether through ownership of 
conlr; cl. ^(henJise. Ahv^rson Ihat (i) is a director, general partner or officer exercising executive responsibility 
fmiiar si sVUs or (unions); \ii) directly or indirectly has Ihe right to vole 10% or more of a class of a voting security or 
ei 10 se? or clirecl/he sale of 10% or more of a class of voting securities; or (iii) in the case of a partnership, has the 
pe upon dissokiiin, or has contributed. 10% or more of Ihe capital, is presumed to control that company, 

..fndiviclual named in Hem 1A ot in Schedules A. 8 or C that directly or indirectly exercises control over 


EMPLOYMENT - This term is used throughout this form regardless of whether the relationship involves a W-2 
status ■emp|oyec-?6r a 1099 status 'independent contractor.” Check with the jurisdiction(s) for specific requirements or 
restrictions isJr^^such relationships. 



JUR ‘'CTION -- A state, the District of Columbia, the Commonwealth of Puerto Rico, or any subdivisi 

iht k 


ion or regulatory body 


Pf 

FC 

CH 

EN, 

tern, 

PEL 

pun! 

ge; 

F(N. 

pu- 

Sta;.. 

FIN/ 

insu> 

savir 

FOR^ 

(2) c 
regu: 
fund 

FOU 

deni‘ 

und; 

INVC 

fair 

MlJ-i. 
an '■ 
a!p- 

or 

SUSf. ‘ 
limit-', 

PRC :■ 

org 

Ch,' 

littgd'.iC' i 
Informatiot 


1 individual, partnership, corporation, trust, or other organization. 

•URPOSEOF ITEMS 

- Being accused of a crime in a tamal complaint, information, or ^dictrr 

includes being subject to a mandatory injunction, prohibitr^ irtiyi 
ostraining order. / 


?njt (or /alent formal charge), 
n^: prefirrinary injunction, or a 


r or jurisdictions that do not differentiate between a felony and a emeanoj/a felony is an offense 
V/ a sentence of at least one year imprisonment and/or a fine ( f at leas 51,000 (The term also includes a 
; martial. 

R - A ■written directive or declaratory statement issuerf^by an af pfdpriatel federal or state agency 
ippiicable statutory authority and procedures, that consWutek a final ^position Ar action by that federal or 


. SERVICES OR FINANCIAL SERVICES-REI^ED 
. '. nsumer lending, or real estate (including, bu^ot limited' 
' :)alion, credit union, mortgage lender or mo^gage brokerj 

f .I'iANCIAL REGULATORY AUTHOI 
rfnmental body empowered by a/fpr^jgi 
linancial servias^~ot financial ^mcei-r^lat^ ^tivities, 

• viiich is to req>rfate the jsjarticipatloffof ilf rppnibe/s in finani 


>:iudes ad<ferse final actiona 
i ndin^ but does notl inqli 
■'ig, leliers of caution, adrkonj 


indddii^cons^t d^tfees it 
lude adreemems, deh :jenc\ 
ijshmeiTls. and similar informal 


i .or ading. dbelliiig,/ 
yjto supferviselahotftdr Irf ddifig an acf or brr 


D ng an 


ounseli 


?^ining to sei 
3S or 


. acting b 


i^ritie^diommodities, banking, 
ping associated with a bank or 


i/iemcels authomy of a foreign country; 
sjer or fehfor^ its laws relating to the 
I foreigWmernbership organization, a 
fes activities listed above 

which thA respondent has neither admitted nor 
:l ers, /Examination reports, memoranda of 
fes< jpfions of matters. 

ig, commanding, inducing, conspiring with or 


thatido ndt dlfferfentiate be^ft^en a felony and a misdemeanor, a misdemeanor is 
inisliable by a seplencdofless ljian oni yedr imprisonment and/or a fine of less than $1,000. The term 
mprtiai. . 

ectiva Issued | ursui nt to statutory authority and procedures, including orders of denial, 
•^gcatiin; d(»s rioj include ipecial stipulations, undertakings or agreements relating to payments, 
g jf, order. 

yidfrrijl adnim^tfative or civil action initiated by a governmental agency, self-regulatory 
i financial tegulay^ authority, a felony criminal indictment or information (or equivalent format 
I . criftmial information (or equivalent formal charge). The term does not include other civil 
igptidnSi :6r arrets or similar charges effected in the absence of a formal criminal indictment or 
iquiyaleht formal charge). 
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lender/mortgage BROKER EMPLOYMENT REPRESENTATION 
(1) To the best of my knowledge and belief, the control person is currently bonded where required. ar>d, at the time of approval, will be familiar with the 
statutes regulaltons, arrd rules of the jof>sdfCtion(s} with which this application .s being filed, and will be fully qualified for the position for which 
tpplication is being made herein. (2) 1 have taken appropriate steps to verity the accuracy and compteieness of 

this application (3) 1 nave provided the control person an opportunity to review the information contained herein and the confrof person has appro ed 
this information and signed the form. 


Name ol Mongage ler'Cer'Wortgage Broker 


PnnI Name and Title 


~Jh^page must always be c ompleie d in full w Hh ohQlnal, manu al signature ar^notamation^^x 
- - DO NOT WRITE BELOW THIS LIN E - F OR OFFICIAL USE O NLY 
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3. Residential History Starting with current address (ifan 1G). give all addresses lor the past 10 years. (Attach addit 
nec^ssaiv 1 

onal sheets as 

(MM'YvrYl 

To 

iMMr/VvVi 

Street Address 

City 

Stale Of 
Province 

Zip or j 
Postal Cm 


Country 






1. /,,, 







Z 

1/^ 











PA 







/ 










. 

/ 

Z 









1/ 


/ 
















z 












Z 
















4. Empfoymenf History: Provide complete emptoymen/ 
employments, self-emp/oyment, military service, and 
travel, etc. Indicate bv "Yes" or "No" whether this emt 

istory for the past 1 0 we&{S. Acc< 
omemaking. Also ipctdde period 
itovmenf was finanm^ senice-rek 

uh 

li 

fb 

r ail tin 

as un 
jsines 

e inclu 
'mployi 
. (Attac 

iing fui 
d. luH- 
1 addit 

y 

art-time 

student, extended 
sheets as needed.) 

From 

(MM/VYYY) 

To 

(MMr/VVY) 

Employer 
(company name) 

PosHiorr Held - 


ity 


Sta 

Pro' 

e 01 

Country 

Yes/No 





11 / 





rz 





..../ A . 

Zl 

rr 

1 











y 

□ 


ty / 









/ 




















j 1 i 

































HT 














1 












II 



1 / 












II 







iniiii 

S. Other Business Areyc 
otherwise? (Please Inct 
as tax exempt.) it YES 
address of the other bu 
your relationship: the ai: 
other business. (Attach 
□ NO □ YES 

u ctirrer 
de non 
provide 
inessj.t 
proxims 
addition 
details: 

tly eng 
financi 
the fol 
le naty 
te nujri 
il sh^ 

ged in 
fse/vjc 
owing y 
e of trte 
set oik 
8 asM 

hny 

es-r 

etaii 

oth 

ede< 

ither b 
fafed< 

ijher 
ir busir 
■norm 

siness either as a proprietor, partner, officer, director, employee, trustee, agent or 
ctivily that is exclusively charitable, civic, religious, or fraternal and is recognized 
ame of the other business: whether the business is financial services-relaled: the 
ess; your position, title, or relationship with the other business: the start date of 
ou devote to the other business, and briefly describe your duties relating to the 


6. Disclosures: If the arts' 
explanation of terms se 

'ey to any df the. Viewing is “YES", provide complete details of an events or proceedings in an attachment. Refer to the 
liion of the instructions for et^lanaiions of italicized terms. 

A. Within the past ten yei 

(1) have you filed a pe 

(2) based upon events 
the subject of an invoti. 

8. Has a bonding compan 

C. Do you have any unsal 

/ Financial Disclosure 

sonat b^mruptcy petition or been the subject of an involuntary bankruptcy petition? 

Ih^^curred while you exercised control over rt, has any organization filed a bankruptcy petition or been 
ijary bankruptcy petition? 

y ever denied, paid out on, or revoked a bond lor you"? 
sfled judgments or liens against you? 

□ 

n 

□ 

o 

□ 

□ 

□ 

□ 


> 2006 1 
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UNIFORM MORTGAGE BRANCH APPLICATION 
FORM MU3 INSTRUCTIONS 


GENEF< 

1. 

Forfi 


licen? 


have 


appi\ 

2. 

TERut 

3. 

UPDA 


by subi 
of the ; 


?TRUCT!ONS 

!b the Branch Office Application accompanying ttie Uniform Mortgag^^nd^/Mirtgage Broker form (MUI). A 
' oUcant for a Mortgage Lender or a Mortgage Broker license may^ply |for/a bran^ office to jurisdictions that 
iod the Uniform Application using Form MU3. Applicants mus^al^ rpf^r to 4<Scp jurisdiction in which it is 
’r jurisdiciion-specif\c requirements relating to branch offices. 

USED- See the following Explanation of Teims regarding italicized words. 

0 - The applicant must update information when required in e^h applicpte jurisdiction in which it is licensed 
ig amendments using Foim MU3. Only complete the information th[ 

■sani and circle the question being amended. 


being ap^nded as well as the name 

4. CONTACT EMPLOYEE - The individual listed on the applicant's (company's rjibin offica) Form MUI as the contact 
employee will be contacted by jurisdiction(s) if needed, about this branct^ppficaticiyorm M J3. 


FILING INSTRUCTIONS 
1. FORMAT 

A. Form MU3 may accompany a new company filing on/fbrm MU1, cj 

MU? roust be submitted to each applicable jurisdimion when thd < 
time The applicant should contact the jupsd^tion^) 

appli>-abie fees. 

B, The Execution section ipcfsTnfdude no^i^d o^ig^nal^^uaf stgrj. 
G. Type all informati^'^^ \ 

D. Use only the cup4nt version of pWn^MUS o^repro^iicli(/n bf ffieb 


ay follbw at b later dae. A fully completed Form 
oblicani is filing for branch authorization the first 
jr spepiffc branch fjmg requirements, including 

he initibhForm MU3 filing for each branch 


2, ATTACHMENTS 1 


Provid^^e follow in* 

^ach WancH m 
require sepa a 
i^kwiffi the jlrisdic iorbs) 


:heck vfithk 


3. JURISDICTION-SPECifiC R^UIR 
requirements uniqpe to ) 
etc. 


ntif/ed inVj 

f use of fictitibl^ 9 ^ame/trade name/doing business as namefs) as seen 
[ine such/equirements, and attach a copy of such filing if required by 

«rs^lso called “loan solicitors" or "loan originators") may need to 
r (jbosen yurtgo/chboi's; to verify the requirements there. 

- Check with each jurisdiction in which the applicant is applying for a list of 
eluding applicable fees, records retention, branch-related bonding, resume, 


EXPLANATION OF TEfmlS (Thy following terms are italicized throughout Form MU3.) 

APPLICANT - The riofigage iendy or mortgage broker applying on or amending this form. The only instance in which the applicant is 
' — 15 e ofa sbi© p^rietorship. 

^ state, ity^istrict of Columbia, the Commonwealih of Puerto Rico, or any subdivision or regulatory body thereof. 
PERSON - An indiv duatr^rtnership, corporation, trust, or other organization. 



loans deecUy from consumers. 


individual who. in exchange for compensation, accepts or offers to accept applications for mortgage 


' Sepn 
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Enter appropriate number in the bO!<{es) for each junsdiction by location or manager: 

Enter "O" if applicant is not and does rrot intend to do business in ttiat jurisOction as a mortgage branch office (location) or branch manager. 

Enter ' T if applicant is newly applying in that junsdiction as amwtgage branch office (location) or branch manager 

Enter "2” tf applicant has a pending application m that jurisdiction as a mortgage branch office (location) or branch manager. 

ir branch manager. 



location 

manager 


location 

manager 


location 

manager 


location 

manager 

abama 



IlinoiS 



riwtana 



Puerto Rico 



ask. 



Indiana 



Nebraska 



Rhode island 



i 2 ona 



OW3 






South Caroiina 



kansas 



Kansas 



'iewHamp^re 



South Dakota 



jlffornia DRE 



Kentucky 



4ew .Jersey 



Tennessee 



iiifornia - DOC 



Louisiana 



ilew Mexico 



Texas - OCCC 



)lorac)o 



^aine 



ilewYork 



Texas - SML 



>nnec!icul 



iflaryland 



tortt) Carokna 



blah 






kflassachusens 



4orth Dakota 



i/ermon! 



sloct ot Columbia 



t^ichigan 



Dnio 



Virginia 



Ma 



Minnesota 



3fciarioma 



Washington 



, 0 , 3 , a 



.Mississippi 



i)regon 



West Virginia 



awaii 



iMissouii 



^nnsyivama 



Wisconsin 



abo 



.Missouri 



’ennsyivania 



Wyoming 




10 Check types of business engaged in (or to be engaged in, it not yet active) appiKani at thrs branch office. 

A. Firs! mortgage loans 

B. Second mortgage loans 

C. Home equity loans, including lines of credit 

0. Loans guaranteed by the Federal Housing Administration (FHA) 

E. Loans guaranteed by the Veterans Administration (VA) 

F. Reverse mortgage loans 

G. High cost home loans (refer to various state definitions of covered transactions) 

H. Mortgage Servicing 

1. Other mortgage products and servicesflf "yes", briefly describe beiow) 

J. Credit Insurance 


1 1 , Does applicant engage in any non-mortgage-related business from this branch office? 

If “yes’ briefly describe. 


□ 

□ 

□ 

□ 

□ 

□ 

D 

□ 

□ 

□ 


YES NO 
□ □ 


12, Dobs any person, other than the applicant, have responsibility, directly or indirectly, for paying the expenses of this branch office or otherwise 
have a financial interest in this branch office or its activities? (If 'NO* go to item 13) 

(a) If yes, provide an explanation of the expense payment and/or financial interest arrangement- 

(b) tf yes, provide the following Information for each person responsible for the expenses or with a financial interest (attach additional sheets 


YES NO 
□ □ 


FULL LEGAL NAME 

(Individuals: Last Name, First Name, Middle Name) 

Address. City, S7. Zip 

Telephorre 

SSN, IRS Tax No. 
or Employer ID 

Separately 

Licensed? 





Yes No 

□ □ 





Yes No 

□ □ 





Yes No 

□ □ 

^ 2 Including the Branch Manager, lisl the loan otTicerfs) wortring from this branch office (attach additional sheets if needed^: 


(Last Name, First Name, Middle Name 

Date of Birth 

SSN 

Compensation 
reported fo IRS on 

Licensed as a 
Loan Officer^ 




W-2 1099 

□ □ 

Yes No 

□ □ 




W-2 1099 

□ □ 

Yes No 

□ □ 




W-2 1099 

□ □ 

Yes No 

□ □ 


Sion 2005 Sepn 
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UNIFORM MORTGAGE LOAN OFFICER INDIVIDUAL APPLICATION 
FORM MU4 INSTRUCTIONS 


A. GENERAL INSTRUCTIONS 

1 . FILING - Form MU4 is the Uniform Mortgage Loan Officer Individual Applic^ 


Am ap 7licant for a Loan Officer 
7 Office • ^plication using Form 
:at4^spe( iffcjrequirements. 


license/registration may apply to jurisdictions that have adopted the UnifoK* 

MU4. An applicant must also refer to each jurisdiction in v^fch it is applyij^ for sjs 
2 TERMS USED - See the following Explanation of Terms page regarding /talicizeA wjords/phrc ses. 

3. UPDATING - The applicant must update information as required in each a^ticjabie /un< d/cf/on by submitting 
amendments using Form MU2. Only complete the information that is being amended as w( II as the name of the 
loan officer and circle the question being amended. 


B. FILING INSTRUCTIONS 


A fully completed Form MU4 is required to be submitted to eacHjunsdiction where tffe applicant is filing. The 
applicant should contact the appropriate jurisdiction(s) for spepifie. filing/requiremepts. including applicable 
fees. 

Employment history, item 5. provide the full legal name^ theV:ofhpahy, t|eginni[ig 
The Acknowledgement S Consent section must inclu^ nolari^eq gfiginaljn 


persoiiaf^^t and employment 

wh^ch th^ applicant is applying to determine 
the submission of person credit 


applicant is applying to determine 


CONTROL - Tl-s pow< 
ownership of securities, 
executive resporsibility 



Type all information 

E Use only the current version of Form MU4 or a reproduction of|t 
ATTACHMENTS - Provide the following 

A, Pair of Fingerprint Cards if required by apj 

B. Jurisdiction(s) will conduct additional baj^grbu^d ii 
history) as appropriaJMqr each jurisdicton. j 

FINANCIAL RESPO^^Itiy - Ch^Lth e^h^ 
requirements for d^onstrat^ fin^iayfesi^ri^lil)^/ 
reports, financial 

EDUCATION/J 
requirement! 

5. JURiSDfCTibN-SPE^C RB 

3 list of requ^ment^nuaue to tl^e /|/hsc/ic| 


ig with your current employer. 
sigrla^re 


fiction in which the applicant is applying for 


EXPLANATION OF TERMS 
jitermp are throughout form MU4.) 


C. GENERAL 

APPLICANT - rjie indi nduai/applyjfig o i or aJnending this form. 

■ ir. directly or me irecby, to direct the management or policies of 


company, whether through 

by^ontradl, or Otherwise. Any person that (i) Is a director, general partner or officer exercising 

Jfoj^avingsimilar^tatus or functions); (ii) directly or indirectly has the right to vote 10% or more 

of a class of a vc Tmg sli^urity or nas the power to sell or direct the safe of 10% or more of a class of voting securities; 
Of (Hi) in the cas i of a partnership, has the right to receive upon dissolution, or has contributed, 10% or more of the 
capital, is presun led 1o control )nal company. 

CONTROL PER SON - An i^ividuai named in Form MU1 Item 1A or in Schedules A, B or C that directly or indirectly 
exercises contro ovei a K^gage Lender/Mortgage Broker company. 

EMPLOYER or EMPLOYMENT - Terms are used throughout this form regardless of whether the relationship 
involves a W-2 status “employee" or a 1 099 status “independent contractor." Check with the jurisdiction(s) for specific 
requirements or restrictions as to such relationships. 
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JUR ; 'HON - A slate, the District of Columbia, the Commonwealth of Puerto Rico, or any subdivision or regulatory 

bod f 

LC/' '■'iR - An individual who, in exchange for compensation as an employee of a mortgage lender/mortgage 

brc i or offers to accept applications for mcxlga^ loans The jurisdictions may have different terms (such 

as iiator. mortgage agent, mortgage broker, loan solicitor, etc.) for the reaistration/license required locally. 

"Loan ' will be used throughout this fomi in lieu of these various other terms, I / |^ 

PERSON - An individual, partnership, corporation, trust, or other organization,: : I 

/ ( / 

D. FOR THF PURPOSE OF ITEM 7 M / 

CHAP ■ - Being accused of a crime in a formal complaint, infonnation. sr indicli i snt (or f. quivalent formal charge). 

EN.i .ncludes being subject to a mandatory injunction, prohiMory injur c (ion, pr iliminary injunction, or a 

tern, ..uaining order. 

FEL' f-'or jurisdictions that do not differentiate between a</eton> and a visdeneanor, a felony is an offense 
punif ; ,• o sentence of at least one year imprisonment amiof a^n ? of at k ast $ ,000. T)he term also Includes a 
gene .i martial. / 1 M ^ 

FIN/ '-'hR - A written directive or declaratory stmPment issi^ py an apprc priale federal or state agency 
purs. j-' plicable statutory authority and procedures, thaf^nsritiies a final disposition or action by that federal or 


FIN' SERVICES OR/'FTRANCIAL SB^iCES-R^/yED - I ’ert; ining to secWttfes, commodities, banking, 

insu! 'I ^sumer lendiffg, or re'^l estaJ^iijfcludjngMJw not limited to. ; chng as or being associated with a bank or 
savi' ,iation, c^t union, mortg^e letlder cr mor^gc/droker . 

FOf . . 'iANOIAL REGULATOflY , iUTHOt^TY -Jncli^ea (1) a fine nc^services authority of a foreign country; 

(2) c - rnrr ental body empdvi ere f by a foreign government t > ac pimister or enforce its laws relating to the 

' 'mansiai sendG^ or .finmnal se vices-rBlateh adtivities.land (3) a foreign membership organization, a 
fun; I u;h !! to rej utateshe pai lici lation of its r temb^^itufina^ial services activities listed above. 

FOl . 'ude I adve se fin 3} actii ns inclu Jing c( nsent deare^ in which the respondent has neither admitted nor 

iindin )s. bet doe >• not inc ude sgreen erils. (Wfidency letters, examination reports, memoranda of 

■ leti 8fs of. :autio i; adrr oni thme its, anisinnil^ informal resolutions of matters. 

INV Doiig:rin act 0 orriissioi or « iding, abeWng, counseling, commanding, inducing, conspiring with or 

. • 'bly o supi rvise snother in doirw an act or omission. 

MISDi. ANOR • • For y irisdictionskhat dp ric I differentiate between a felony and 3 misdemeanor, a misdemeanor is 
an c ' L ‘tnish ib!e bj a SMtenoe of es^^an one year imprisonment and/or a fine of less than $1 ,000. The term 
aisc 3 sp'iciai ci'Urtmiarlia. / 

ORb. \ writ en dilative ^ued pursuant to statutory authority and procedures, including orders of denial, 
SUSP : ' or re 'ocation; doe^ not include special stipulations, undertakings or agreements relating to payments, 

iimitr* ' "'n activ ty or other yslrictions unless they are included in an order. 


PRO*- Fi 'irviG - ricitides^ formal administrative or civil action initiated by a governmental agency, self-regulatory 
orgui I .’ll or a / '>tei^Ainancia! regulatory authority, a felony criminal Indictment or information (or equivalent formal 
chary..-) r misc emanor criminal information (or equivalent formal charge). The term does not include other civil 
litigatio; -ivestigdttons, or arrests or similar charges effected in the absence of a formal criminal indictment or 
information (or equivalent formal charge). 


rsron ?005 SepH 
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I authorize all my current and 
Its behalf, any information the;^ 
general reputation, history of 


and iiede^tand the rtetnsUrW instructions on this form and that my answers (Including attachments) are true and 
1. I subject to administrative, civil or cfimir^i penalties if 1 give false or misleading answers, 

fbrmer ertip/oyers./aw enforcement agencies, and any other person to furnish to any lurisdicthn. or any agertt acting on | 
^ have, irictudingy^ithout limitation my creditworthiness, character, ability, business activities, educational background, 
ehipldyment a^d. In the case of former emptoye/s. complete reasons for my termination. 


Date (MM/OD/YYYY) 

Subscribed and sworn before n 


/oignature oi 


Print Notary PuDlic Nwne 


[ M y Comfnis$io n empires ilvW>DDrYYY Y) County of j — — - 

rh/s" naaemiis! always be completed in full with original, manual signature and noi arieation. Affix notary stamp or seal where applicable. 

- DO NOTWRYteJELOW this line • FOR OFE ICIAL U S E ONLY 
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3. Enter appropriate number in the box for each jurisdictkx^- 

Enter “O’' if you are not and do not intend to do business in ihzX jurisdiction as a mc^tgage loan officer. 

Enter 1' if you are newty applying in that yorisdrcfton as a mortage loan officer. 

Enter 2 if you have a pending application m that /onsdlrclren as a iriOTtgage loan officer 

Enter ' 3 if you are already licensed/registered m that juris(Mion as a mortgage ksan officer. 

Enter "4" if that iurisdiction does not license/rermter this busrass activSv. 

/i 


Mabama 


HinoiS 


Vlonlana 

/ 

=u 

jho Rtc 

t> 



Masks 


ndtana 



-j 

-ti 

ooe ista 

pZ 



^lliona 


ma 



/ '■ ■■/ 

5i 

ufh Carofiria 



Arkansas 


Kansas 


Vew Han^htre 

i 

^uifi Dakota 



California - DRE 


<eniucky 


Vew Jersey 

{/ 

Tenressee 

/ 


California - DOC 


Louisiana 


Vew Mexico 


Texas - 0 

:CC 


Colorado 




Vew York 



3 

«35 - 5 

IL 


Connecticut 


AarylanO 


'lortn CanMina 


. Z 

j\ 

an 



Delaware 


dassacnosetls 


vofin Dakota^ — . 




Vi 

imoni 



District of Columbia 


iftchigan 


Dhio ^ 





Vi 


2 



i-lotida 


;1innesota 


Dklat^fha ' ! . . 




W 

ishingion 



3eorgia 


MiSSISSVPI 



1 




w 

.SlV..g,n,a 



Hawaii 


Missouri 

/p 

^^DOsyiv^fKa 





Af 

iconsirr / 


<»» 


Missouri^, — . 

u 

u 







I A Residential History Starting with ^rent addrJis 

1 necessary.) / \ 

s (Hen 

^G) 

give it 

E^df^s^forthepa 

! 10 

rears. 

Attach additional sheets as 

Erom 

tuwmy) 

To 

(MM/rvYVt 


Sjr^el Address 
( 



Jc 

y / / 

I 

■ 

tate 

rovi 

or '. 

Zip or 

Postal Code 

Country 







/ 

/ / 

r 










P 




















7 









■I 







5. £mp/oymept History. Prc 
employments, self-emp/o 
travel, etc. Indicate bv 

vide CO 

'ment, r 

iplete 

lilitary 
to" whe 

rripfo/r 

ervice 

her-.th 



or the p 

dicing. / 
rfwas ft 

W lO.j^rs. Account for a» time including full & part-time 
k)^d»)efude periods such as unemployed, full-time student, extended 
tancrd/service-refafedbusiness. (Attach additioi^al sheets as needed.) 

From 

[MWVYYy) 

To 

(MMrvm) 


.em 

(c'ofTipa 


m 

ii 

1 

osilion Held 

City 

llmj 

mm 

YesrNo 




m 

n 

I 


12 




^HHI 





m 

HM 


7 








. 


















1 


/ 






6. Other Busirtess: Are you 
otherwise? (Please inclur 
as tax exempt.) If YES, i 
address of the other busi 
your relationship; ihe apf 
other business. (Attach a 
n NO n YES d 

currently^^aged in any other business either as a proprietor, partner, officer, director, employee, trustee, ag 
6 noiUfip6ncial services-reya/ed aclrvify that is exclusively charitable, civic, religious, or fraternal and is recogn 
'Ovi^eihe foiiowing details: the name of the other business, vnhether the business is firiancial serviees-retefec 
e>S; the nature of the other business; your position, title, or relationship with the ether business; the start date 
mximate number of hours/month you devote to the other business: and briefly describe your duties relating to 
ddilional sheets as needed.) 
elails' 

snt Of 

zed 

'the 

of 

he 

L-lsUobures. d the answer to any ot the following is YES . provide complete details of all events or proceedings in an attachment Refer to the ! 
explanation of terms section cl the instructions for explanations of italicized terms i 

Financial Disclosure 

A. Within the past fen years: 

( 1 ) have you filed a personal bankruptcy petition or been the subject of an invohintary bankruptcy petition? 

(2) based upon events that occurred white you exercised control over it. has any organization filed a bankruptcy petition or been 
the subject of an involuntary bankruptcy petition? 

B. Has a bonding company ever denied, paid out on. or revoked a bond for you? 

C. Do you have any unsatisfied judgments or liens against you? 

□ 

□ 

o 

□ 

□ 

O 

o 

□ 
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Criminal Disclosure 


»r pled guilty or nolo conterKJere (' 

(2) been chmged with any lelon/> 

E. Based upon activities that occurred whil you exercised confm/ over H. has an organization ever 
( 1 ) been convicted of or pled guilty or nolo contendere ("no contest") in a domestic, foregn. or militai 


|2) been charged with any felon/? 


contest") in a domestic, foreign, or military court to any fi 

r 


. Have you ever. 

(1 ) been convicted of or pled guilty or nolo contendere ("no contest") in a dOTnestic. foreign, <^.militai> 
involving, financial services or a financial services-related business « any fraud, false statemerifs or ^issi^ns. theft o^ any 
wrongful taking of property, bribery, perjury, forgery, counterfeit^, extortion, or a conspiracy ^ commit aryy^ of Ibese offpnses 

been charged with a misdemeanor specified in 6F(1)? 

G Based upon activities that occurred whi! you exercised control over k. has an organization evfer 

(1) been convicted of or pled guilty or nolo contendere ("no contest") in a domestic, foreign, jir 

specified in 6F(1) 

(2) been chaigeO with a misdemeanor specified in 6F(1) 


( 1 i found you to have made a false statement or omission or been dishon^t, unfair o 
{2) found you to have been involved in a violation of a financial serv/ceyrerafed regul; 



I :cics Sfp'.' 
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STATE OF WASHINGTON 

DEPARTMENT OF FINANCIAL INSTITUTIONS 

DIVISION OF CONSUlitER SERVICES 
P.0, &3x 412(X) • Wastmgto} 98504-1200 

Telephone (360) 902-8703 • TDD (360) 664-8126 • FAX (360) 664-2258 • ht1p://wmM^a.gov 

FORM MUl UNIFORM MORTGAGE LENDER/MORTGAGE BROKER APPLICATION 
JURISDICTION-SPECIFIC REQUIREMENTS FOR WASHt}jGTOTf STATE 

MORTGAGE BROKER ATTACHMENlr$ 


In add ii ion to ihe attachmenis required in the Form MUl instructions, send the fol^wii^ to the WA Department of 
Fin;i . l,i iiiuiions (DFi). Use your company's letterhead to provide infoipatiori for items 3, 4, 6, and 7 below. Please 
leave at least 2" from the top of the page before typing the information labeled by Kefrj numbeff 


siaf Ics) to the top of the 


1 . FFF. - Make your check payable to the “Washington State Treasure^ Clip |i 
application package. 

a. Initial License Applications: $371.60 deposit toward tim« spent p^essjir e application 

b. Renewals; $530.86 per location is the Annual Assessmen 

c. Amendments; no fee required / \ 

Closures; Ani>ual Assessment fee must be bi-widil cunviri 

FINANCIAL RESPONSIBILITY - Use the Cu/ciMmmo/,4ieLgef; 
determine the minimum amount pursuant to 
original document with your application pagirage/ 

Surety Bond to O^ate Mortgag^Brjk^t: Bujuu^s (iV~^ 
attached alOamey. 

Surety Bopdto Ope^e Mp^igc^e Btfok^ Bu^ines^ wi'tfi Jne/epent^nt Contractor (1099) - with two 


origin^ignatures, surety 


^al, kndj 


WA STATU PRE-FIEQU 
a. Cor tact th ; Was! 


k.dol.' jva.goM to apity 


b, 


c. Assi^menipfAPcdmlor Time Deposit -m\\WoTmn^\ 
Irreyoeable Letter of cUd t^ Rcjkw WAC 2p8-(p0-08\)05 
irreYpcabie,J^Ri 5 rof credit Ybui bank ^ay cpo 9 Se tq! fa 
final signafures \ please p lone (tee #8 
* -T~.l U |l,( :ENsj:(S) - iType your^ 

S ate C^partm 



.oan Originators form to 

matives and send the 

kith tWo orikina{/4gnatures. surety seal, and 


rofattorr^; (^ei'7) 


ignaturp^ and bank’s portion notarized. 

' parefully and contact your bank to obtain an 
draft language to DFI for approval, prior to 
ith a draft. 

State UBl number on your letterhead; 
fensing (DOL) at (360)902-3600 or online at 
for yc ur Wailhingt^Siale Master Business License which will display your 
Identlfie {UB ) copy of this document is not required with your application 

:I1 verify i nforn ation directly with DOL. 

partn^rsh p, or XC, please contact the Washington Secretary of State (SOS) Division of 


Uni led Bnsines; 
pac ;age. DFI wj 
If a Jdrpbt ation. 

Cor joratic ns at l360)^53-|^U S ir online at www..secstate. wa.gov to register your company. A copy of 
this docuri enf is not /equired^lh your WA application (even though the Form MUl instructions do say 
to a tach il ). I3F1 win verip^formation directly with SOS. 

REGISTER -D accent - On your letterhead, provide the name, address, phone number, social security number, 
and date of lirth of the ind^idual named as registered agent. 

a. 11 y mr office is o{jiside the borders of Washington Slate, you must maintain a registered agent inside 
W:v hmgion / 

b. It VMur olFn^ls within the borders of Washington Slate, the use of a registered agent is optional (your 
ol ti e may serve as registered agent). If your company has used a registered agent when filing with 
Do SOS. please provide DFI with information about that registered agent. 


Version 2005-.Aug,3l 
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STATE OF WASHINGTON 

DEPARTMENT OF FINANCIAL INSTITU 

DIVtSiOK OF C<»«SUMER SERVICES 
P.O Box41200 * Washington 98504-1200/ 

Telephone (360) W2-8703 • TW (360) 664-8126 • FAX (360) 664-2258 i http 

FORM MUl UNIFORM MORTGAGE LENDER/MORTGAffiE BROKER APpllCATION 
JURISDICTION-SPECIFIC REQUIREMENTS FOR WAS™ GTON^ATE 

Thank you for your intercsl in mortgage licensing in Washington State. Washii gton is ai ong thelseveral jurisdictions 
that have ai’opted the Form MU 1 , Uniform Mortgage Lender/Mongage Brok^Applicot c 



Because tis-. 
jurisdic:' 
a “Coil;, 
multiple 


'AS in various jurisdictions were passed at different times by di' 

- Illation may not match the Form MUl terms. In WasK^toil. 
hi" license. Both of these licenses arc localion-sp^ific, 

IIS, you’ll also want to use the Form MU3, Uniwm Mortg; 


Broker license is issued pursuant to the Mortgage Broker Pr^i 
>1 These documents are linked from our wepsite ^hltp:/Av 
leviewing these documents, you deci^^o apply /for ^ i^hcl 




I .,-inato 
ei;ofia 


not) broker themj awjay. VSjnswer 
-rjipany: 

jicgoti^te nevjlloans|(pukhas€|. 
ige bri^erf)? 

Mth i! 


b.i li ■ccciving packages worn c 


2) Do you I,.' lui to 

a) li oiil; fii] 

b) if llrstsai 

3) Do you want (he 

a) i; 

b) ii second: 

4) You intend to on[| 

a) If direct 

b) If wholes] 

business 

5) if direct or whole 
Act (RCW 31.04) 


the 'Leider’ boxa 


)th lice ises, mos 
tjt-usuri loans 


L refi, H 


(egj htortgdj 
:ing:diaectly v 


[ferent bodies, 
we issiie a 
you serive W, 
and Applicit; 


IgdT^r; 


he terns used in each 
fjlortgaae Broker’’ license and 
hingtjrytonsumers from 
ion. 


J9.l46)Bnd supporting rules 
o'mormaac.hlm for your 


04) and supporting rules (WAC 208- 
r^v /c ^/lp ap htm for vour review. If after 

ooxes on Form MUl and Form MU3. 
i^ibnal property or unsecured loans) to 


compi 
lin theiJovvn nam< 


!ply for only one or other of these two licenses, 
fd a Consumer Loan company may fund loans 
'ions for a quick way to determine which license might 


directly with consumers, or receive the loan packages 


bepTowe , continue to W2 

sioiyc j're acting as a "wholesale lender", go to #3 
bffer 0 ily fiiit Jienjmorjgages > Or seconds as well? 
pts,- go 10 # 4 / 
secG idygo to j^3 
ijippom r>Hy for thfe inter^: 


^ ;st rate on a junior lien ("second") to approach Usury (approx 12%)? 

interest seconds, go to #5 

will never aj^oach Usury (see RCW 19.52 and monitor your own compliance), go to )¥4 
offer firsts^ low interest seconds; 

landing, ex^rc licensure or exemption under the Mortgage Broker Practices Act (RCW ! 9, 1 46) 
le lendiiTg, review the Mortgage Broker Pr.tcticcs Act (RCW 19. 146) which may not apply to your 

ending and want the opportunity to exceed Usury, explore licensure under the Consumer Loan 


Version 2005.Aug.31 
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COMBINED UNIFORM MORTGAGE INDIVIDUAL INFORMATION 
FORM MU2/4 INSTRUCTIONS 


GENERAL INSTRUCTIONS 

1 FILING 

a Form MU2 Control Persons information must accwnpany Form MU1, th^nifoj 
Broker Application Each individual, identified as a control person for the appliaani 
complete Form MU2. An applicant must also refer to each jurisdiction /In which^it ij 
specific requirements 

b. Form MU4 is the Uniform Mortgage Loan Oflfcer Individual Appiicjbtion ^^Any 
license/registration may apply to jurisdictions that have adopted thi 
Form MU4 An applicant must also refer to each jurisdiction n whit^ 
requirements. ^ 

2. TERMS USED - See the follovii'ing Explanation of Terms page regarding italicized 

3. UPDATING - The applicant must update information as required in each 

amendments using Form MU2/4. Only complete the information that is-oeing amejr^^ as 'aI 
individual and circle the question being amended. I i i 


. . lortgbge Lender/Mortgage 
on Sqt^uie A, must 
applying for jurisdiction- 


Unif^rm j:^an<bftii^\ 
is applytr 


pp^icant pT a Loan Officer 
Application using 
for state-specific 


ords/phrBses. 

app[icab|ejyt/nsd/cf^n by submitting 

'ell as the name of the 


B. FILING INSTRUCTIONS 


FORMAT 

A. 


Each individual identified as a control person or\ Sp^dules A onC nius 
completed Form MU2 for each control person is £equired: tot>e:,^ubnr|itt 


app//canf’s initial Form MU1. Form MU2 may alsfp acc^pdnyiamerpr jjii Schedtlle C. The 


applicant should contact the appropriate ji 
A fully completed Form MU4 is required^ 
applicant should 
fees. 

Employment ^ory, 

The Acknowredgement, 

The Mortjj^e Lender/Mo 
signati 

Type 6il information 
Use OTiythe current versioh ofj 
ATTACHmENTS/PrSyicle ttie' 


jeqifilfed b > applicable yorretfi 
|dd[tion3) lackgrqunid irivesl 
jurisd ction. 




\J 

Form MU 1. A fully 
iurisdictioi along with the 


its. 

•licant is filing. The 
including applicable 


rnai^ of the company, beginning with your current employer. 
lust incjude ori jihal manual signature, 

section must include original manual 


per item 2 

ns (inciudmg personal credit and employment 


- dheck with eaqh jurisdidion in which the applicant is applying to determine 


a b^ndividuals. These may include the submission of person 
irimum net worth, or other requirements, 


1. GENERAL 
APPLICANT 


CONTROL - 

ownership of 
executive resfh 


ipility d' imonstrai 
suret bond(s)N] 

Crteck V ith each jurisdiction in which the applicant is applying to determine 
jeduca ion, continuing education, etc. 

lEME NTS - Check with each jurisdiction in which the applicant is applying for 
:lion(s). including applicable fees. etc. 

EXPLANATION OF TERMS 

(The fallowing terms are italicized throughout form MU2.) 

The indiv^uai applying on or amending this form. 

The pp^er. directly or indirectly, to direct the management or policies of a company, whether through 


ecudties, by contract, or otherwise. Any person that (i) is a director, general partner or officer exercising 
sibility (or havrng similar status or functions); (ii) directly or indirectly has the right to vote 10% or more 
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<1 voting security or has the power to sell or direct the sale of 10% or more of a class of voting securities, 

'6 of a partnership, has the right to receive upon dissolution, or has contributed, 10% or more of the 
■ 1 led to control that company. / 

-HSON - An individual named in Item 1A or in Schedules A, B or C that direct^ o indirectly exercises 
. 2 applicant. ^ / 

or EMPLOYMENT - This term is used throughout this form regardl^ of WTOthei the relationship 
. status ''employee” or a 1099 status "independent contractor." C^ck vrfthpe j'u. ?^cf/on(sj for specific 
j vT restrictions as to such relation^ips. /, . : i . . 

‘ON - A state, the District of ColumlMa. the Commonwealth of Pijerto RjCo, o any subc ivision or regulatory 

if R - An individual who, in exchange for compensation as an empld^ of a mortoege iender/mortgage 
:)r offers to accept applications for mortgage loans. The ji risdicmn s m^y have different terms (such 
ator, mortgage agent, mortgage broker, loan solicitor, etc.) or the re jstfation/icense required locally, 
will be used throughout this form in lieu of these various oyi^ierms 

' n Individual, partnership, corporation, trust, or other orgamz^ion 1 

URPOSE OF ITEM 6 

- Being accused of a crime in a formal complaint, ipfoima^on or indic ment ( or eqi iv^ent formal charge). 

Includes being subject to a maridalory inji^lion, proJut^Y injunction prelirntniiry injunction, or a 
.itraining order. / .• 

for jurisdictions that do not differentiate b^tweea-^ ielon/ anj a rr /sdemi lanor a niony is an offense 
a sentence of at least one year imnH^nmenl ^dpr a ft le oi at least $1,COO The/term also includes a 
'. rnartial. / i I / \ X 

,''ER - A writtefTBil^ctive or dfiE/aratory/ stajpmyni issued b’ an j ppropnate^federal or state agency 
'•U'plicable sj^utory authority and procepures; th^constitut ‘s a final d sposition or action by that federal or 


■ERVICES OR FINANCI XL SERVICES-^LATED - Pjrtainng^ securities, commodities, banking, 
v-nturrier lending. brTeil e; late (if^luding, out n/t limited t >. ac or being associated with a bank or 
ition,: credit uniqn, mprtg age lerraer or rrfortgage oroker). [/ 

MANCIALi^aULATORY AUTt- ORITY/- Iricjud® (1). Q ^anc/a/ services authority of a foreign country; 
crnrriehtii! body; Onipowei ed by a foreign gover^njfenitd^administer or enforce its laws relating to the 
III >ancial servic ?s Of fipai o'a! s ‘mces-p/afed actWj^; and (3) a foreign membership organization, a 
/ hiqh is to- egulats the parti' lipatio i of its members m financ/a/ services activities listed above. 

' !• iujdes adverse nnai action S; inci iding consent screes in which the respondent has neither admitted nor 
i^naings.:' but d<es nci ir elude agreenr^nts/oeficiency letters, examination reports, memoranda of 
vng, better )f caul on, adino: lishmi nts. and Wiilar informal resolutions of matters. 


INVC' rt ilpihg iin act|or:on]issiun;6r: liding. abetting, counseling, commanding, inducing, conspiring with or 
faiiif, nnl ly tO si pervjse;anomer i dotn } an actor omission. 

MISL -••,N0 R ~ Fc r jurijdictidfj^s the t do^t differentiate between a felony and a misdemeanor, a misdemeanor is 

an oft [Hin shabie by^ sent^ce o less than one year imprisonment and/or a fine of less than $1,000. The term 

also I. . '.c a specia court maj^tal. v 

ORDL \ A \ written directive /issued pursuant to statutory authority and procedures, including orders of denial, 
suspeir- -i. or revocation; dr^s not include special stipulations, undertakings or agreements relating to payments, 
limitalicu t- on iivtty or other/estrictions unless they are included in an order. 

PROCEEDING - Includ^ a formal administrative or civil action initiated by a governmental agency, self-regulatory 
organization or a fomigj/financial regulatory authority, a fe/ony criminal indictment or information (or equivalent formal 
charge); or a n isd^anor criminal information (or equivalent formal charge). The term does not include other civil 
litigation, inves iMtfens, or arrests or similar charges effected in the absence of a formal criminal indictment or 
information (or ^uivalent formal charge). 


I 2005 1 
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FORM UNIFORM MORTGAGE INDIVIDUAL INFORMATION 

MU2/4 DRAFT COMBI A 

Date of filing j I 

WARNING : Failure lo Keep this form current and to file accurate supplementary informationerf^ linr/iy b^is. or oti 


provisions of law applying to the conduct of business as a mortgage tender ornroffcag* broker may ’ 
and may result in disciplinary, administrative, ifiiundlveof crenmalaclion./^- ..j [ \ A 

INTENTIONAL MISSTATEliKNTS:; 1/ 

OR OM IS SIONS OF FACTS MAY COWSTtTUTgCfglfcWNAL >flOi-ATlC 

APPLICATION O RENEWAL □ AMENDME NT □ (efte ctiife dat^ iTo im. 


^iy bb sis. or otherwise to comply with the 
broker may violate the laws of the jurisdiclions 


Individual’s identifying information. 

A. Full last, first and middle names 

.astname First name 

8 ( 1 ) Social Security Number. 

C. (1) Date of Birth (MM/DD/YYYY) (2) Stateff^r 



D List all other name(5) you have used or are usirrg, or by whijff you a 
of 1 8. T his fie ld shou ld i nclude for examp le, nidrnames. aliase^and nar 
Ji. Name Name / 

E nThis filing makes a name change on behalf of the mdividu^ enter 
Las! name First r>ame T 7 t 

F Office of Emp/o/rnepFsrJdfess. (Do not u^ / ''' 


<idence addiess\il diiieieni > 


To amend, c ircle items being amended . 


Suffix 

1 (2) Gender. 

Q.MtIe □ Female 

(3) Courrtry of Birth 


Bt than you* legal name, since the age 
Use additional sheets as nece ss ary) . 
Name 


known 

marnai 


tiach stippDjl 


^ 7 Suffix 

5 addrp^ is your private residence, check this box 

iSisIeiCoontiyi iZip*tfi'Fosiai Code; 


Telephone Numbers and e-rAail iddressi 
Busirjess phone’^ t i I 


2. Fingerprint nfprmaf on filinc repres inta ior»; ; 

□ I repte sentths ; l am s Amittif g, h lye sirt mitted, or promptly vriH submit lothe appropriate yurisdrcfronfs) two fingerprint cards as required 
Fingerprin •Card'E srcode s'): - 

n lamasplvinq is a control oersonAOsn officer only in iunsdiction(s) that do n ot require me to submit fingerprint card{s). 

■ / j riNpiViOUAL’S ACKNOWLEDGMENT & CONSENT: 

1 , I swear or aft rm that h^ read /nd undsfitand the items and instructions on this form and that my answers (including atlachmer^ts) are true and 
complete to the jestdf l }/^nowleds/e I onSersiand that 1 am subject to administrative, civil or criminal penalties if I give false or misleading answers, 

2 I authorize a i my- current and f/rmer employers, law enforcement agencies, and any other person lo furnish to anyyurisd/cllorj, or any agent acting 
on its behalf, an ' information ihe/have, including without limitation my creditwotlhiness, character, ability, business activities, educational background, 
general reputatu n, history of rriyemploymenl and, in the case of former employers, complete reasons lor my termination. 


Daie(MM/DD/YYY|o / 
Subscribed andkwoKi before me _ 


Signatuie of Mniauai 
Pfirii Noiary Public Name 


MV Commission exoues (MWOO/YYYY) Countyol State^Ol Noiary Signaluig 

MORTGAGE LENDER/MORTGAGE BROKER EMPLOYMENT REPRESENTATION (optional by jurisdiction) 

(1 } To the best of my knowledge and belief, the control person/loan officer is cuirently bonded where required, and, at the time of approval, will be 
familiar with the statutes, regulations, and rules of the junsdKtion(s) with which this applicatron is being filed, and will be fully qualified for the position 
for which application is being made herein (2) t have taken apprcv'iale steps to verity the accuracy and completeness of the information contained in 
and with this application. (3) I have provided the individuai an opportunity to review the information contained herein and the individual has approved 
this information and signed ihe form 

^TelMM’DDiYYYVi Name o! Mortgage Lendei/Mortgage Broke* 


fhis page must always be completed in full with origm^, manual signature a nd notarization. Affix nofarj^ stamp or_sea/ where 

Db'NOt vVRi't E BELOW THtS LIN E - FO R Q FFtCtAL U S E ONLY 
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/A Within the past ten yeaf^: • ' 

(1) have you filed a pers onal bapKfuptcy petition or been the subject of an involuntary bankruptcy petition? 

(2) based upon events t latp^ufi-ed while you exercised control over it. has any orgarrizalion filed a bankruptcy petition or been 
the subject of an involun ^ bankruptcy petition? 

B Has 3 bonding company ever denied, paid out on. or revoked a bond for you’ 

C. Do you have any unsatisfied judgments or liens against you? 
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Criming Discksure 


D Have you ever. j 

1 , 1 ) been convicted of or pled guilty or nolo cor>tendefe ("no contest*) in a domestic, foreign, or mililaw coud to any felony'’ 

(2) been cftarged with any fetony? / 

E. Based upon activities that occurred whii you exercised con/ro/ over it. has an organiz^aijevei: / 

( 1 ) been convicted of or pled guilty or nolo contendere ("no cwitest") in a domestic, f^igh, or m iiJary c ^ o any felony? 

(2) been charged with any fe/ony? / J 

F. Have you ever [ - ( / 

(1) been convicted of or pled guilty or nolo contendere Ttw cofitesO ^ a <lomesti • ferewn, oj^ililary cour! to a misdemeanor 
involving' financial services or a financial se/vfces-refafed business or any fraud, fa sestaieM > its or omissions, theft or any 
wrongful taking of property, bribery, perjury, forgery, counterfeiting, extortim. or a c wspiracy c ccwnmil ary of these offenses'? 

(2) been charged with a misdemeanor specified in 6F{1)? 

G. Based upon activities that occurred whil you exercised r^bSovenThasanort^nteffiioirev^ r 

(1 ) been convicted of or pled guilty or nolo contendere Trso COTtesf) in a dome ;tic. loreign/or m iitary C' 'Uit to a misdemeanor 

specified in 6F(1) { 

(2) been charged with a misdemeanor specified m 6F(1) \ . 

Regulatory Acti(»(uiscJosure ^ ^ I 

H. Has any State or federal regulatory agency or foreign fmancia regalatory aofi only ever j 

(1) found you to have made a false statement or omission o/bew djshonest. unfa r or on ihicaf? j 


ita F or on Ihical’l I 

(2) found you to have been involved in a violation oySl^aiidals^hic^-relat die ufatior s)Of siBtutetsp/ 

(3) found you to have been axguse of a financiamervifedrelalx b^mess h ivmg its aul orizalion,!© do business denied, 

suspended, revoked,/affestrfeed? /I/ • / \ 'y^ / 

(4) entered an ordeo^amst you in\connMion «iih a linsKial ^rvicea-relafe 1 ac( /'Iy7 

(6) denied, suso^ded or revoked your i sgistratioi^ Itcens^i dis<^li|red yoi . or < Iherwife by order, prevented you from 
associate ig with a financial serv ;es- etaled bpsiness iVresi^edlyour ai tivit« 

(6) denied, s jspended, or revoked y lur sgistretipn or iicwse, asciptined yot , or cwherwise by order, prevented you from 
associat ^gveihajfnahdal'seivies-elai^ lus^saor rwjfict« your a«ivHies? 

(7) barred yc i from j ssociai pn wilh in r nifty re lUlaled t y suchewnn^sioiiffaulhiorily, agency, or officer, or from engaging in a 

financial sery/ce; -relalei buskie s? / 

(8) issued a inal:ord ir base' on vipt itioi la.t^'ai y law or egulalionyihat prohibit fraudulent, manipulative, or deceptive conducts 
I Have you ev ir had a i autho Izatjpn o ai t as ar attorneyVacco^anl. or Slate or federal contractor that was revoked or 

suspended’ : ' 

J. Are you now Ih'e sub ect of i ty regi ator i proce iding that could result in a "yes" answer to any part of 6E or 6F? 

j " " . j :ivil Judicial Disclosure 

K, (1) Has any diJfries' c or fc/wigb.cpuft e 'er J 

(a) enjoli ed you: n cognacXitfjv/Hh i lybnancial serv/ces-re/afed activity? 

(b) founc thal yo i were.Mviwed in aNriolation of any financial serv/ces-re/afed statute(s) or reguiationfs)? 

(c) dlsmi i«d/f>yfSdanil<> / settlement agreement, a financial services-relaled civil action brought against you by a State, 
federal, i 'f. for$i^d fitjsnci^ regulatory aufhon'fy? 

(2) Are you ndmed in anv-^nding //nanc/af serv/ces-re/afed civil action that could result in a "yes" answer to any pad of 6H(1)? 
” Customer Arbitration/Civil Litigation Disclosure 

L, Have you ev ir beepliamed as a respondent/defendant in a financial serv/ces-re/afed consomer-iniliaited arbitration or civil 
litigation whii hy 

( 1 ) IS still pe jdfng: or 

(2) resulted in an arbitration award or civH Judgement against you, regardless of amount, or that required corrective action: or 

(3) was sellled for any amount? 

Termination Disclosure 

M. Have you ever voluntarily resigned, been discharged, or permitted to resign after allegations were made that accused you of 

(1) violating statuie(s), regulationis). rute(s). or industry standards of conduct? 

(2) fraud, dishonesty, theft, or the wrongful taking of property? 


YES 

NO 

o 

□ 

Q 

D 

□ 

□ 

□ 

□ 

O 

O 

Q 

□ 

n 

□ 

□ 

n 

□ 

o 

□ 

□ 

□ 

o 

o 

o 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

o 

□ 

□ 

□ 

a 

□ 

□ 

□ 

□ 

o 

□ 

□ 

□ 

□ 

□ 

□ 

o 

□ 

□ 

□ 

□ 
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